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LOK SABHA 


The following Bills were introduced in Lok Sabha on the 26th 
November, 1963 : 

Bill No. 45 OF 1963 
a Bill to provide for the establishment of a Corporation with a view 

to encouraging saving and investment and participation in the 
income, profits and gains accruing to the Corporation from the 
acquisition , holding , management and disposal of securities. 

Be it enacted by Parliament in the Fourteenth Year of the 
Republic of India as follows: 

CHAPTER I 

PRELIMINARY 
s 1. (1) This Açt may be called the Unit Trust of India Act, 1963 . 

Short 
(2 ) It extends to the whole of India . 

title , extent 

and com 
( 3 ) It shall come into force on such date as the Central Govern - mence 
ment may , by notification in the Official Gazette , appoint . 

mont. 


IO 


2. In this Act, unless the context otherwise requires, - 

Defini 
(a ) " Board " means the Board of trustees constituted under tions . 
section 10 or section 41; 

(b ) " contributing institution ” means an institution which is, 
for the time being, a contributory to the initial capital of the 
Trust under section 4 ; 

(c ) " contribution certificate " means a certificate issued under 
section 6 ; 

( d ) " initial capital" means the capital of the Trust referred 
to in section 4 ; 
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(e ) " Life Insurance Corporation " means the Life Insurance 
Corporation of India established under the Life Insurance Cor 
poration Act, 1956 ; 

(f ) " prescribed ” means prescribed by regulations made under 
this Act; 


31 of 1956 


(9 ) " Reserve Bank " means the Reserve Bank of India con 
stituted under the Reserve Bank of India Act, 1934 ; 

2 of 1934. 
( h ) " scheduled bank " means a bank for the time being in 
cluded in the Second Schedule to the Reserve Bank of India 
Act, 1934 ; 

10 2 of 1934. 
(1) " securities means shares, debentures, bonds and other 
stock of any company or other body corporate, whether incor 
porated in India or outside, and securities issued by any local 
authority in India, or by the Government of, or a local au 
thority in , any such country outside India as may be approved 15 
by the Reserve Bank and includes Government security as defi 
ned in section 2 of the Public Debt Act, 1944 , but does not in - 18 of 1944 
clude mortgages on immovable property ; 


( ) " State Bank ” means the State Bank of India constituted 
under the State Bank of India Act, 1955 ; 


20 23 of 1955 . 


(k ) " subsidiary bank " has the same meaning as in section 2 
of the State Bank of India ( Subsidiary Banks) Act, 1959 ; 


38 of 1959 . 


(1) “ Trust" means the Unit Trust of India established under 
section 3 ; 


(m ) " trustee" means a trustee appointed , nominated or 25 
elected under section 10 or section 41 ; 


(n ) " unit" means a unit issued under the unit scheme; 

(0 ) " unit capital" means the aggregate of the face value 
of the units sold under the unit scheme and outstanding for the 
time being; 

30 
( p ) " unit certificate" means a certificate ssued to the pur 
chaser of a unit under the unit scheme; 

(q ) " unit holder " means a person for the time being recog 
nised by the Trust as the holder of a unit certificate under the 
unit scheme; 

(T ) " unit scheme" means a scheme made under section 21 , 


3 


21 
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CHAPTER II 


ESTABLISHMENT OF THE UNIT TRUST OF INDIA AND THE INITIAL CAPITAL 

THEREOF 
3. (1 ) The Centr.: Government shall, by notification in the Offi - Establish 

it Tuset ment and 
5 cial Gazette , establish a Corporation by the name of the Unit Trust 

incorpo 
of India which shall be a body corporate having perpetual succession ration of 
and a common seal with power , subject to the provisions of this Unit Trust 
Act, to acquire , hold or dispose of property and to contract, and may , of India . 

by the said name, sue or be sued . 
10 (2 ) The head office of the Trust shall be at Bombay or at such 

other place as the Reserve Bank may , by notification in the Official 
Gazette , specify . 


(3 ) The Trust may establish local offices, branches or agencies 
at any places in or outside India . 


15 4 . ( 1) Subject to the provisions of this Act, the initial capital of Initia ) 
the Trust shall be five crores of rupees divided in the form of certi 

Trust, 
ficates each of which shall be of such face value as may be pres 
cribed and contributed in the manner hereinafter provided . 

( 2 ) Before such date as the Central Government may , by notifi 
20 cation in the Oficial Gazette, specify in this behalf 


(a ) the Reserve Bank shall contribute two and a halt crores 
of rupees; 


( b ) the Life Insurance Corporation shall contribute seventy 
five lakhs of rupees; 


(c ) the State Bank and the subsidiary banks shall contri 
bute seventy - five lakhs of rupees, the amount which the State 
Bank and each subsidiary bank shall contribute being deter 
mined by the State Bank ; 


30 


( d ) other institutions , namely , scheduled banks other than 
those referred to in clause ( c ) and such classes of Anancial ins 
titutions as may be notified by the Central Government in the 
Official Gazette in this behalf may contribute one crore of rupees . 


(3 ) If the aggregate of the contributions made by the institu 
tions referred to in clause (d ) of sub - section (2 ) exceeds one crore 
35 of rupees , the Board shall refund the excess amount to such institu 
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tions, so however, that the amount to be refunded to each such 
institution bears, as far as possible , the same proportion to the 
contribution made by it as the excess amount bears to the aggre 
gate of the contributions made by such institutions. 


(4 ) If the aggregate of the coníributions made by the institu 
tions referred to in clause (d ) of sub -section ( 2 ) is less than one 
crore of rupees, the Reserve Bank shall contribute the deficiency 
within thirty days of the date specified under sub -section (2 ) : 


Provided that the Reserve Bank may , thereafter , transfer the 
whole or any part of its contribution under this sub - section to any 
institution referred to in clause (d ) of sub -section (2) . 


(5 ) If at any time the Board is of opinion that the amount of the 
initial capital is in excess of the requirements of the Trust, it may 
refund the whole or any part of such capital to the contributing ins 
titutions: 


15 


Provided that where only a part is so refunded the amount to be 
refunded to each such institution shall bear , as far as possible , the 
same proportion to the contribution made by it as such part bears to 
the initial capital: 

Provided further that for the purpose of any refund, the value of 20 
the initial capital shall be determined by the Board on such basis as 
the Central Government may specify in this behalf, regard being had 
to the real or exchangeable value thereof . 


Mainten - 5 . The Board shall maintain in such manner as may be prescribed 
ance of a register containing the names of the contributing institutions, the 25 
rogister of amount contributed by each such institution and such other parti 
contribu 
tories . 

culars as may be prescribed . 
Legue of 

6 . ( 1) As soon as may be after the contribution has been made by 
contribu - any contributing institution under section 4 , the Board shall issue to 
tion certi- such contributing institution a contribution certificate or contribu 
ficates. 

tion certificates in such form and containing such particulars as may 
be prescribed . 

(2 ) Where the whole or any part of the contribution has been 
refunded to any Institution under sub -section (5 ) of section 4 , that 
institution shall , as soon as may be after the refund has been made , s. 
forward the contribution certificate or certificates to the Board for 
cancellation or amendment, as the case may be , and the Board shall 
cancel or amend the certificate or certificates accordingly . 
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7. ( 1 ) Any contributing institution referred to in clause ( d ) of Right of 
sub -section (2 ) of section 4 may , in the prescribed manner, transfer a transfer 
contribution certificate to any other institution referred to in that 01. 

out of contri 

bution 
clause and thereupon such other institution shall be deemed to be a co 
s contributing institution for the purposes of this Act. 

ficates in 

certain 
(2 ) Save as provided in sub -section (1 ), a contribution certificate 

cases. 
shall not be transferred . 


8. Every holder of a contribution certificate shall have all the Rights 
rights and be subject to all the liabilities conferred or imposed on a and liabi 

lities of 
Io contributing institution by or under this Act. 

holders 
of contri 

bution 
CHAPTER III 

certi 
MANAGEMENT OF THE TRUST 

ficates. 
9. ( 1) The general superintendence , direction and management of Manage 
the affairs and business of the Trust shall vest in a Board of trustees ment. 
to which may exercise all powers and do all acts and things which may 
be exercised or done by the Trust. 

(2 ) The Board shall, in discharging its functions under this Act, 
act on business principles, regard being had to the interest of the 
unit holders . 


20 10 . The Board of trustees shall consist of the following , namely : - Board of 

trustees . 
(a ) the Chairman to be appointed by the Reserve Bank ; 

(b ) four trustees to be nominated by the Reserve Bank , of 
whom not less than three shall be persons having special know 

ledge of, or experience in , commerce , industry , banking, finance 
25 or investment ; 

(c ) one trustee to be nominated by the Life Insurance Cor 
poration ; 

(d ) one trustee to be nominated by the State Bank ; 

(e ) two trustees to be elected in the prescribed manner by 
the contributing institutions referred to in clause (d ) of sub 
section (2) of section 4 ; and 

(f) an executive trustee to be appointed by the Reserve 
Bank : 

Provided that if the appointment of the Chairman is whole -time, 
35 it shall not be necessary to appoint an executive trustee : 

Provided further that on the first constitution of the Board , the 
trustees referred to in clause (s ) shall be nominated by the Reserve 
702 G of I Ex . - 2 . 
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Bank and shall hold office for a period of twelve months from the 
date of their nomination or until two trustees are elected under the 
said clause , whichever may be earlier . 


Term of 
office of 
trustees . 


11. ( 1 ) A trustee nominated under clause (b ) of section 10 , if he 
is an officer of the Reserve Bank , or a trustee nominated under 5 
clause (c) or clause (d ) of that section shall hold office during the 
pleasure of the authority nominating him , 


(2 ) A trustee nominated under clause (b ) of section 10 , if he is 
not an officer of the Reserve Bank , or a trustee elected under 
clause ( e ) of that section shall hold office for four years and there - 10 
after until his successor is duly nominated or elected . 


( 3 ) A casual vacancy in the office of a trustee referred to in sub 
section ( 2 ) or in the office of a trustee nominated under the second 
proviso to section 10 shall be filled by election or nomination , as the 
case may be , and the trustee so elected or nominated shall hold office 15 
for the unexpired portion of the term of his predecessor : 


Provided that no such vacancy occurring within three months of 
the date of the expiry of the normal term of office of such trustee 
need be filled under this sub -section . 


( 4 ) A trustee nominated under the second proviso to section 10 or 20 
a trustee nominated in his place under sub- section (3 ) of this section 
shall be deemed to be a trustee elected under clause ( e ) of section 
10 . 


(5 ) A person who holds, or who has held , office as a trustee shall, 
subject to the other provisions of this Act, be eligible for re -nomina - 25 
tion or re -election , as the case may be. 


Disquali 
fication 
for being 
a trustee . 


12 . A person shall not be capable of being nominated or elected as 
a trustee if 

(a ) he is , except in the case of the Chairman or the execu 
tive trustee , an officer or other employee of the Trust; or 30 

(6 ) he is , or at any time has been , adjudicated as insolvent 
or has suspended payment of his debts or has compounded with 
his creditors; or 

( c) he is of unsound mind and stands so declared by a com 
petent court ; or 

35 


(d ) he has been convicted of an offence which , in the opinion 
of the Reserve Bank , involves moral turpitude . 
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13. ( 1) If a trustee 

Vacation 
(a ) becomes subject to any of the disqualifications mention 

and resig 

nation of 
ed in section 12 ; or 

ofice of 
(b ) is absent without leave of the Board from more than trustee, 
three consecutive meetings thereof ; or 

(c ) being a trustee elected or deemed to be elected under 
clause (e ) of section 10 becomes an officer or other employee of 
Government or of the Reserve Bank , State Bank, a subsidiary 

bank or the Trust, 
10 his office shall thereupon become vacant. 

( 2 ) A trustee nominated under clause (6 ) of section 10 who is not 
an officer of the Reserve Bank or a trustee elected or deemed to be 
elected under clause ( e ) of that section may by letter addressed to 

the Board resign his office and on such resignation being accepted by 
15 the Board shall be deemed to have vacated his offlce . 


14 . ( 1) The appointment of a Chairman or of an executive trustee Chairman 
may be either whole - time or part- time : 

and 

executive 
Provided that if the appointment of the Chairman is part-time, trustee. 
the appointment of the executive trustee shall be whole -time. 
20 (2 ) The Chairman or the executive trustee shall 

(a ) hold office for such term not exceeding five years as the 
Reserve Bank may specify ; 

(b ) receive such salary or allowances or both from the Trust 

and be governed by such terms and conditions of service as the 
25 Reserve Bank may determine; and 

( c ) perform such functions as the Board may entrust or 
delegate to him , 

15, If the Chairman or the executive trustee is by Infirmity or Casual 
otherwise rendered incapable of carrying out his duties or is absent Vacancy 

in office 
30 on leave or otherwise , in circumstances not involving the vacation of 

of chair 
his appointment , the Reserve Bank may nominate another person to 
act in his place until the date on which the Chairman or the execu - executive 
tive trustee, as the case may be, resumes his duties . 

trustee. 
16. Trustees, other than the Chairman and the executive trustee , Fees and 
35 shall be paid such fees and allowances for attending the meetings of all 

ances of 
the Board or of any of its committees and for attending to any other 

certain 
work of the Trust, as may be prescribed : 

trustees . 
Provided that no fees shall be payable to a trustee who is an 
officer of Government or of any corporation established by any law 
40 for the time being in force. 
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Moetings 
of Board. 


17. ( 1) The Board shall meet not less than six times a year and at 
least once every two months and shall observe such rules of proce 
dure in regard to the transaction of business at its meetings as may 
be prescribed . 

( 2 ) The Chairman , or , if for any reason he is unable to attend any 5 
meeting of the Board , any other trustee nominated by him in this 
buhalf or , in the even of such nominated trustee also being unable to 
attend the meeting or no such nomination having been made by the 
Chairman , any other trustee elected by the trustees present at the 
meeting from among themselves, shall preside at the meeting . 10 

( 3) All questions which come up before any meeting of the Board 
shall be decided by a majority of votes of the trustees present and 
voting, and , in the event of equality of votes , the Chairman or, in his 
absence , the person presiding, shall have a second or casting vote , 


Executive 
Commit 
toe and 
other 
com 
mittece . 


18 . (1 ) There shall be an Executive Committee which shall con - 15 
sist of- - 

(a ) the Chairman of the Board , 

(6 ) where an executive trustee has been appointed by the 
Reserve Bank , such executive trustee , and 

(c ) two other trustees nominated in this behalf by the 20 
Reserve Bank 

(2 ) The Chairman of the Board shall be the Chairman of the 
Executive Committee , 

(3 ) Subject to such general or special directions as the Board may , 
from time to time, give the Executive Committee shall be competent 25 
to deal with any matter within the competence of the Board . 

(4 ) The Board may constitute such other committees whether 
consisting wholly of trustees or wholly of other persons or partly of 
trustees and partly of other persons as it thinks fit and for such pur 
pose as it may decide . 

30 
( 5 ) The Executive Committee or any other committee constituted 
under this section shall meet at such times and places and shall 
observe such rules of procedure in regard to the transaction of busi 
ness at its meetings as may be prescribed . 

(6 ) The members of a committee (other than the trustees ) shall 35 
be paid such fees and allowances for attending its meetings and for 
attending to any other work of the Trust, as may be prescribed : 

Provided that no fees shall be payable to a member who is an 
officer of Government or of any corporation established by any law 
for the time being in force, 

40 
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CHAPTER IV 


POWERS AND FUNCTIONS OF THE TRUST 


19 . ( 1 ) The Trust may carry on and transact any of the follow - Business 

of Trust. 
ing kinds of business , namely : -- 

(a ) selling and purchasing units; 

(b ) investing in , acquiring, holding or disposing of, securi 
ties and exercising and enforcing all powers and rights incidental 
thereto ; 

(c) keeping money on deposit with scheduled banks or 
with such other institutions as may be prescribed ; 

(d ) generally , doing all such matters and things as may be 
incidental to or consequential upon the discharge of its functions 
under this Act. 

(2 ) The Trust shall not take on lease, purchase or otherwise 
15 acquire except for its own use any immovable property or any 

interest therein . 


ΤΟ 


20 . ( 1 ) The Trust may borrow from any authority or person , not Borrow 
being Government or the Reserve Bank , against such security and in 

powers , 
on such terms and conditions as may be agreed upon , 
20 ( 2 ) The Trust may borrow money from the Reserve Bank repay 

able on demand or on the expiry of a fixed period not exceeding 
ninety days from the date on which the money is so borrowed against 
stocks , funds and securities (other than immovable property ) in 

which a trustee is authorised to invest trust money by any law for 
35 the time being in force in India , 

(3 ) If the Board is of opinion that a situation has arisen in which 
it is necessary or expedient for the Trust to borrow money from the 
Reserve Bank against securities other than those mentioned in sub 

section (2 ) , the Trust may borrow money from that bank repayable 
30 on demand or within a period not exceeding eighteen months from 

the date on which the money is so borrowed against its own bonds 
which the Trust may issue with the approval of the Central Govern 
ment. 


( 4 ) The bonds issued by the Trust under sub -section (3 ) shall be 
35 guaranteed by the Central Government as to the repayment of prin 

cipal and the payment of interest at such rate as may be fixed by the 
Central Government at the time the honds are issued . 


21 . ( 1 ) For the purpose of providing facilities for participation Unit 
in the income, profits and gains arising out of the acquisition , holding, scheme, 
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management or disposal of securities by the Trust , the Board shall 
make a unit scheme. 


(2 ) Subject to the provisions of this Act, and the regulations 
made under section 43, a scheme made under sub -section ( 1) may 
provide for 


(a ) the issue of units and the face value of each unit , which 
shall not be less than ten rupees or more than one hundred 
rupees; 


(b ) the form and manner in which an application may be 
made for the purchase of a unit from the Trust; 


IO 


(c ) the manner in which payment may be made for pur 
chasing a unit from the Trust ; 


( d ) the issue of unit certificates and the form and manner 
in which such certificates may be issued ; 


( e ) the issue of duplicate of any unit certificate in the event 15 
of loss or destruction of the original and the fee on the payment 
of which such duplicate may be issued ; 


(f) the procedure for determining the value at which the 
units may be sold or purchased , from time to time, by the Trust ; 


w 


( g ) the recognition of persons as unit holders ; 


( h ) the persons to whom , the time at which and the man 
ner in which any payments in respect of a unit shall be made 
by the Trust ; 


(i) the preparation and maintenance of a register, if any, 
of unit holders ; 


- 25 


( i) the conditions, if any, subject to which a unit holder 
may transfer the unit; 


(k ) any other matter which the Trust may consider to be 
necessary or proper for the effective implementation of the 
scheme. 


30 


( 3) The Board may , from time to time, add to or otherwise amend 
the scheme made under sub -section (1 ) . 

(4 ) The scheme made under sub -section (1 ) and every amend 
ment thereof under sub -section (3 ) shall be notified in the Official 
Gazette, 


35 
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CHAPTER V 


ALLOCATION AND DISTRIBUTION OF INCOME 


22 . ( 1) The total gross income of the Trust in any year shall be Alloca 
allocated to the initial capital and the unit capital in the same pro - tion of 
5 portion as the former bears to the latter at the end of that year , 

income, 
interest 

and other 
(2 ) The interest payable for any year for any borrowings made 

expenses . 
by the Trust and the total amount of other expenses incurred by 
the Trust in that year shall be allocated and charged to the initial 

capital and the unit capital in the same proportion as is referred to 
10 in sub -section (1) : 


Provided that if the amount of expenses other than interest allo 
cated to the unit capital is more than five per cent. of the gross 
income allocated to the unit capital in that year , only an amount 

equal to such five per cent, shall be charged to the unit capital and 
15 the rest of the total amount of expenses other than interest shall 

be charged to the initial capital. 


23 . ( 1) The gross income allocated to the initial capital in any Distribu 
year reduced by the interest and the amount of other expenses tion of 

charged for that year to the initial capital may be distributed in income, 
20 the prescribed manner among the contributing institutions in pro 

portion to their contributions to the initial capital. 


(2 ) The gross income allocated to the unit capital in any year 
reduced by the interest and the amount of other expenses charged 

for that year to the unit capital may , but not less than ninety per 
35 cent of the gross income so reduced shall , be distributed to the unit 

holders in respect of that year , 


24 . Notwithstanding anything contained in section 22 or section 23 , Distribu 
where the whole of the initial capital has been refunded to the con - tion of 
tributing institutions, the gross income in any year reduced by the income 

after 
30 interest payable for that year for any borrowings made by the Trust 

refund 
and the total amount of other expenses incurred by the Trust in that of initial 
year may , but not less than ninety per cent. of the gross income capital. 
so reduced shall, be distributed to the unit holders in respect of that 
year , 


35 25. In this Chapter " year" means the period in respect of which Definition 

the books and accounts of the Trust are balanced and closed under of year. 
sub - section (2 ) of section 26 . 
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CHAPTER VI 


ACCOUNTS AND AUDIT 


26 . (1 ) The balance - sheet and accounts of the Trust shall be pre 
pared and maintained in such form and manner as may be prescribed . 


Prepara 
tion of 
balance 
sheet, 
etc ., of 
Trust . 


(2 ) The Board shall cause the books and accounts of the Trust 5 
to be balanced and closed each year as on such date as may be 
prescribed . 


Audit . 


27. ( 1) The affairs of the Trust shall be audited by an auditor 
duly qualified to act as an auditor under sub - section ( 1) of section 
226 of the Companies Act, 1956 , who shall be appointed by the Trust 1o 1 of 1966. 
and shall receive such remuneration as the Trust may flx . 


(2 ) The auditor shall be supplied with a copy of the annual 
balance- sheet of the Trust and it shall be his duty to examine it 
together with the accounts and vouchers relating thereto and he shall 
have a list delivered to him of all books kept by the Trust and shall 15 
at all reasonable times have access to the books , accounts, vouchers 
and other documents of the Trust. 


( 3 ) The auditor may , in relation to such accounts, examine any 
trustee or any officer or other employee of the Trust and shall be 
entitled to require from the Board or officers or other employees of 20 
the Trust such information and explanation as he may think neces 
sary for the performance of his duties . 


(4 ) The auditor shall make a report to the Trust upon the annual 
balance - sheet and accounts examined by him and in every such 
report he shall state whether in his opinion the balance -sheet is a 25 
full and fair balance- sheet containing all necessary particulars and 
properly drawn up so as to exhibit a true and fair view of the state 
of affairs of the Trust and in case he had called for any information 
or explanation from the Board or any officer or other employee of 
the Trust, whether it has been given and whether it is satisfactory . 30 


Publication 28 . The Trust shall furnish to each of the contributing institutions 
of appual 
accounts and 

within four months from the date on which its accounts are balanced 
lepoits , and closed in respect of any year a copy of the balance -sheet and 

accounts together with a copy of the auditor s report and shall pub 
lish the same in the Official Gazette . 


35 


Furnishing 
of informa- 
tion to Re 
serve Bank 


29. The Trust shall furnish , from time to time, to the Reserve 
Bank such information as the Reserve Bank may require . 
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CHAPTER VII 


MISCELLANEOUS 


30 . In the discharge of its functions under this Act, the Trust Power of 
shall be guided by such directions in matters of policy involving Reserve 
S public interest as the Reserve Bank may give to it in writing , and if 

Bank to 

givo 
any question arises whether the direction relates to a matter of policy directions . 
involving public interest, the decision of the Reserve Bank thereon 
shall be final. 


31. (1) The Trust may appoint such number of officers and other Staff of 
10 employees as it considers necessary or desirable for the efficient per - Trust. 

formance of its functions and determine the terms and conditions of 
their appointment and service . 

(2 ) Without prejudice to the provisions of sub -section (1) , it 
shall be lawful for the Trust to utilise, and for the Reserve Bank to 
Is make available , the services of such staff of the Reserve Bank on 

such terms and conditions as may be agreed upon between the Trust 
and the Reserve Bank . 


18 of 1981. 
14 of 1963. 


32. (1 ) Noľwithstanding anything contained in the Income tax Income 
Act, 1961 , the Super Profits Tax Act, 1963, or in any other enactment tax and 
20 for the time being in force relating to Income-tax , super-tax or super 

taxes. 
profits tax , or any other tax on income, profits or gains -- 


( a ) the Trust shall not be liable to pay income-tax , super 
tax , super profits tax or any other tax in respect of any income, 
profits or gains derived by it from any source ; 


25 


(6 ) where the income received by a unit holder, being an in 
dividual, from the Trust in respect of units does not exceed one 
thousand rupees, such income, and where such income exceeds 
one thousand rupees , a sum of one thousand rupees, shall be 
excluded in computing the total income of the unit holder for 
purposes of income-tax but not of super -tax ; and 


30 


( c ) where a contributing institution is liable to be assessed 
14 of 1963, 

to super profits tax under the Super Profits Tax Act , 1963 , in res 
pect of its own income, profits or gains and receives any sum 

from the Trust under this Act in respect of its contribution to 
35 the initial capital, such sum as reduced by the amount of any 

Income- tax and super -tax payable in respect thereof shall be 
excluded from the total income of the said institution in compu 

ting its chargeable profits for the purposes of super profits tax . 
702 G Of I Ex . - 3. 
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(2 ) Notwithstanding anything contained in section 193 or section 
194 of the Income-tax Act, 1961 – 

43 of 1961 . 
(a ) no deduction of income- tax or super -tax shall be made 
on any interest or dividend payable to the Trust in respect of 
any securities or shares owned by it or in which it has full bene- $ 
ficial interest; and 

(b ) no deduction of income-tax shall be made by the Trust 
from the income distributed by it to a unit holder being an in 
dividual. 
( 3 ) Subject to the foregoing sub- sections, for the purposes of the 10 

143 of 1961 . 
Income- tax Act, 1961, 

(a ) any distribution of income received by a unit holder 
from the Trust shall be deemed to be his income by way of divi 
dends; and 
(b ) the Trust shall be deemed to be a company, 

IS 
33. The Bankers Books Evidence Act, 1891 shall apply in relation 
to the Trust as if it were a bank as defined in section 2 of the said 
Act. 


Act 18 of 
1891 to 
apply in 
relation 
to Trust, 
Declare 
tion of 
fidelity 
and 
mecrecy . 


34 . Every trustee , auditor , officer or other employee of the Trust 
or any employee of the Reserve Bank whose services are utilised by 20 
the Trust under section 31 shall, before entering upon his duties , 
make a declaration of Adelity and secrecy in the form set out in the 
First Schedule to this Act. 


Defects 
in ap 
point 
ments 
not to 
Invalidato 
acts , etc . 


35 . ( 1) No act or proceeding of the Board or of any committee of 
the Trust shall be questioned on the ground merely of the existence 25 
of any vacancy in , or defect in the constitution of, the Board or com 
mittee . 


Indemni 
ty of 
trusteos , 


(2 ) No act done by any person acting in good faith as a trustee 
shall be deemed to be invalid merely on the ground that he was dis 
qualified to be a trustee or that there was any other defect in his 30 
appointment. 

36 . (1 ) Every trustee shall be indemnified by the Trust against 
all losses and expenses incurred by him in , or in relation to , the dis 
charge of his duties except such as are caused by his own wilful act 
or default . 

35 
(2 ) A trustee of the Board shall not be responsible for any other 
trustee , or for any officer or other employee of the Trust, or for any 
loss or expenses resulting to the Trust , from the insufficiency or de 
ficiency of value of or title to any property or security acquired or 
taken on behalf of the Trust or the insolvency or wrongful act of any 40 
debtor or any person under obligation to the Trust or anything done 
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in good faith in the execution of the duties of his office or in relation 
thereto . 


37. No suit or other legal proceeding shall lie against the Trust or Proteo 
the Reserve Bank or any trustee or any officer or other employee of 

ove of tion of 
5 the Trust or the Reserve Bank or any other person authorised by the 

action 

taken 
Trust to discharge any functions under this Act for any damage under 
caused or likely to be caused by anything which is in good faith done this Act 
or intended to be done in pursuance of this Act. 


38 . The Board may, by general or special order , delegate to any Delega 
10 officer of the Trust, subject to such conditions and limitations, if any, tion of 

as may be speciíïed in the order, such of its powers and duties under pow 
this Act as it may deem necessary. 


Cr . 


39 . ( 1) No notice of a trust , express, implied or constructive , shall No trust 
be receivable by the Trust. 

to be 

taken 
(2 ) The amount standing to the credit of a contributing institu - notice of 
Lion shall not be liable to attachment under any decree or order of and pro 

tection 
any court in respect of any debt or liability incurred by the contribu 

from at 
ting institution . 

tachment. 


that 


I 


h 


. O contr 


40 . ( 1) In the event of a contributing institution referred to in Repay 
20 clause (d ) of sub -section (2 ) of section 4 being wound up , the Trust ment 
shall , on a demand in that behalf made by the authority in charge of 

bution in 
the winding up, pay tu such authority an amount equivalent to the 

case of 
value of the contribution to the initial capital made by that institu - winding 
tion . 

up of con 

tributing 
24 (2 ) The value of the contribution shall be determined by the Institu 

Board on such basis as the Central Government may specify , regard ton . 
being had to the real or exchangeable value of such contribution . 

41. ( 1) Notwithstanding anything contained in section 10 or sec - Power of 
tion 11, where the whole of the initial capital has been refunded to Central 
30 the contributing institutions, the Central Government may, after Govern 
consultation with the Reserve Bank , by order , provide for the ment to 

reconsti 
reconstitution of the Board . 

tuto 
(2 ) An order made under sub -section ( 1 ) may provide for all or Board . 
any of the following matters, namely :-- - 

(a ) the number of trustees that will constitute the Board ; 
35 

(b ) the manner in which they shall be chosen ; 
( c ) their term of office ; 
(d ) filling of casual vacancies; 


Liquida 
tion of 
Trust . 
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( e ) such incidental, consequential and supplementary mat 
ters as may be necessary to give effect to the order including the 
reconstitution of the executive committee or other committees . 

( 3) Every order made under this section shall be published in 
the Official Gazette and a copy thereof shall be laid before each 5 
House of Parliament as soon as may be after it is made. 

42. (1 ) The Trust shall not be placed in liquidation save by order 
of the Central Government and in such manner as it may direct. 

( 2 ) In making such order , the Central Government shall, if the 
initial capital has not been wholly refunded , direct, among other 10 
things, that , 

(i) the value of the net assets of the Trust after paying off 
all its liabilities, other than those in respect of the initial capital 
and the unit capital shall be divided into two parts in the same 
proportion as the aggregate face value of all the units immediate - 15 
ly prior to the date on which the Trust is placed in liquidation 
bears to the initial capital as on that date ; and 

( ii ) the first part shall be distributed among the contribut 
ing institutions in proportion to their respective contributions 
to the initial capital as on that date and the second part shall 20 
be distributed among the unit holders in proportion to the face 
value of the units held by them as on that date . 
43 . ( 1) The Board may , with the previous approval of the Reserve 
Bank , make regulations not inconsistent with this Act to provide 
for all matters for which provision is necessary or expedient for the 25 
purpose of giving effect to the provisions of this Act. 

(2 ) In particular and without prejudice to the generality of the 
.oregoing power , such regulations may provide for 


Regula 
tions. 


( a ) the form and manner of maintenance of the register of 
contributing Institutions and the particulars to be contained 30 
therein ; 

(b ) the face value of a contribution certificate , its form and 
the particulars to be contained therein ; 

(c ) the manner of transfer of a contribution certificate ; 
(d ) the rights and liabilities of a contributing institution ; 35 

(e ) the holding and conduct of elections under this Act, in 
cluding the final decision on doubts or disputes regarding the 
validity of elections ; 

(f) the fees and allowances that may be paid to the trustees ; 


SEC. 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


79 


(g ) the times and places of the meetings of the Board or of 
any committee constituted under this Act and the procedure to 
be followed at such meetings including the quorum necessary for 
the transaction of business ; 

(h ) the fees and allowances that may be paid to the mem 
bers of a committee, other than trustees ; 

(i) the institutions with which money may be kept on de 
posit ; 

( ) the manner of distribution of income to the contributing 
institutions; 

(k ) the form and manner in which the balance - sheet and 
the accounts of the Trust shall be prepared and maintained ; 

(1) the date on which the books of accounts of the Trust shall 
be balanced and closed each year ; 

( m ) the duties and conduct, salaries and allowances , and 
other conditions of service of officers and other employees of the 
Trust; 

(n ) the establishment and inaintenance of provident or other 
benefit funds for officers and other employees of the Trust; and 

(0 ) any other matter which is to be, or may be, prescribed . 
( 3 ) Any regulation which may be made by the Board under this 
Act may be made by the Reserve Bank within three months of the 
establishment of the Trust,and any regulation so made may be altered 
or rescinded by the Board in the exercise of its powers under this Act. 


20 


44 . The enactments specified in the Second Schedule to this Act Amend 
shall be amended in the manner provided therein , 

ment of 
certain 
enact 
mont . 
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THE FIRST SCHEDULE 


( See section 34 ) 

DECLARATION OF FIDELITY AND SECRECY 
I do hereby declare that I will faithfully , truly and to the best of 
my skill and ability execute and perform the duties required of me as s 
trustee, auditor , officer or other employee (as the case may be) of the 
Unit Trust of India and which properly relate to the office or position 
held by me in the said Trust. 

I further declare that I will not communicate or allow to be com 
municated to any person not legally entitled thereto any information to 
relating to the affairs of the Unit Trust of India or to the affairs of 
any person having any dealing with the said Trust ; nor will I allow 
any such person to inspect or have access to any books or documents 
belonging to or in the possession of the Unit Trust of India and relat 
ing to the business of the said Trust or the business of any person 15 
having any dealing with the said Trust , 
Signed before me: 

( Signature ) 


MENDMENT | 


RTAIN ENACTMENTS 


25 


Amend- 
ment of 
rection 2 , 


THE SECOND SCHEDULE 
( See section 44) 

20 
AMENDMENT OF CERTAIN ENACTMENTS 

PART I 
AMENDMENTS TO THE RESERVE BANK OF INDIA ACT , 1934 

( 2 OF 1934 ) 

Amendments 
1. In section 2 , after clause (f) , Insert the following clause , 
namely : -- 

(9 ) " Unit Trust" means the Unit Trust of India established 
under section 3 of the Unit Trust of India Act, 1963. . 
2 . In section 17, 

(a ) after clause (4BB ) , insert the following clause , namely : 

" (4BBB ) the making to the Unit Trust of loang and 
advances 

(1) repayable on demand or on the expiry of a 
fixed period not exceeding ninety days from the date of 35 


30 


Amend . 
ment of 
faction 17. 
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such loan or advance against the security of stocks, 
funds and securities ( other than immovable property ) 
in which a trustee is authorised to invest trust money 
by any law for the time being in force in India , or 

( ii ) repayable on demand or within a period of 
eighteen months from the date of such loan or advance 
against the security of the bonds of the Unit Trust 
issued with the approval of and guaranteed by the 

Central Government ;" ; 
(b ) after clause (4E ), insert the following clause , namely :- - 

" (4F ) contributing to the initial capital of the Unit 
Trust .” . 

PART II 
AMENDMENT TO THE INDUSTRIAL DISPUTES ACT , 1947 

( 14 OF 1947) 

Amendment 
In section 2 , in sub - clause (i) of clause (a ) , after “ Deposit Insur - Amend 
ance Corporation Act, 1961 or" insert the following , namely : 

ment of 

section 2 . 
" the Unit Trust of India established under section 3 of the Unit 
Trust of India Act, 1963 , or ” . 


20 


lent 


PART III 
AMENDMENT TO THE INDUSTRIAL FINANCE CORPORATION ACT, 1948 

Substitu 
( 15 or 1948 ) 

tion of 
Amendment 

new ec 

tion for 
25 for section 20, substitute the following, namely : 

pection 20 . 
" 20 . The Corporation may invest its funds in the securities of the in 

1 of funds. 
Central Government or of any State Government and may , with the 
approval of the Central Government, contribute to the initial capital 

of the Unit Trust of India established under the Unit Trust of India 
30 Act, 1963," 

PART IV 
AMENDMENT TO THE STATE BANK OF INDIA ACT, 1955 

(23 OF 1955 ) 


Amendment 
35 In section 33, after clause ( xix a ) , insert the following clause , Amend 

ment of 
namely : 

section 33. 
" (xix aa ) contributing to the initial capital of the Unit Trust 
of India established under the Unit Trust of India Act, 1963 ;" . 
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STATEMENT OF OBJECTS AND REASONS 


The question of establishing an institution in the public sector for 
carrying on the business which is transacted by unit trusts or mutual 
funds in other countries has been under consideration for some time. 
It is now proposed to establish such an institution , to be known as 
the Unit Trust of India , with an initial capital of five crores of 
rupees. The Unit Trust of India will encourage savings by provid 
ing for various classes of investors the facility of investing their 
money in units of the Trust . The Trust will invest the initial capital 
and the capital obtained by the sale of units in shares and other 
securities and will distribute every year not less than ninety per cent. 
of the net income accruing to the unit -holders. It is expected that 
the risk of losses or of depreciation on account of the investments will 
be reduced or eliminated , as a result of the proposed arrangement. 
The Trust will also be in a position to contribute, through its opera 
tions, to the growth and diversification of the country s economy. 


2. The various provisions of the Bill are explained in detail in the 
notes on clauses . 


T . T . KRISHNAMACHARI. 


NEW DELHI; 
The 14th November, 1963. 


PRESIDENT S RECOMMENDATION UNDER ARTICLES 117 AND 

274 OF THE CONSTITUTION OF INDIA 
[Copy of letter No. F . 7 /80 /63 - SB , dated the 19th November , 1963 
from Shri T . T . Krishnamachari, Minister of Finance to the Secre 
tary , Lok Sabha ). 

The President having been informed of the subject matter of the 
proposed Unit Trust of India Bill, 1963 , recommends the introduc 
tion of the Bill in the Lok Sabha under clause (1) of article 117 and 
clause ( 1 ) of article 274 and its consideration under clause (3 ) of 
article 117 of the Constitution . 
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Notes on clauses 


Clause 3 provides for the establishment of the Trust . Its head 
office will be at Bombay, but provision has been made in the Biil 
for the transfer of the head office to any other place , if this is later 
on found to be convenient, and also for the establishment of such 
branch offices or agencies as may be necessary , 


Clause 4 provides for the obligations of the Reserye Bank and 
other institutions which will be contributing to the initial capital of 
the trust . The Reserve Bank will be required to contribute Rs. 2: 5 
crores, the Life Insurance Corporation Rs. 75 lakhs and the State 
Bank of India and its subsidiaries a fuither sum of Rs. 75 lakhs. A 
sum of Rs . 4 crores out of the total initial capital of Rs. 5 crores will 
thus be contributed by institutions in the public sector. The balance 
of Rs. 1 crore will be offered to scheduled banks in the private 
sector or other financial institutions, which may be willing to 
become contributories, but if the actual contributions fall short of 
the sum of Rs. 1 crore earmarked for this purpose , the deficiency 
will be made good by the Reserve Bank . The special contribution . 
if any , which may bemade by the Reserve Bank in the first instance , 
for making up any deficiency in the contributions by the institu 
tions in the residuary category , may , if necessary, be transferred to 
these institutions at any later stage . 


The initial contributions in all cases can be refunded at the option 
of the Trust , but the Trust will be required to arrange for such 
refunds, if any, on a pro rata basis , in the proportion in which the 
contributions have been made by the various institutions, 


Clauses 5 and 6 provide for the maintenance of a register of 
contributories and the issue of certifica .es to the contributing insti 
tutions indicating the extent of their contributions. 


Clauses 7 and 8 provid , for the transfer of the certificates of con 
tribution , The Reserve Bank , the Life Insurance Corporation and 
the State Bank and its subsidiaries will not be able to transfer their 
contributions to other institutions. The other contributories will 
however be able to do so among themselves. 
702 G of I Sx . - 4 . 
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Clauses 9 to 16 provide for the management of the Trust . The 
Board of trustees will ordinarily consist of nine members. The 
Chairman and four other members will be nominated by the Reserve 
Bank , one trustee each will be nominated by the Life Insurance Cor 
poration and the State Bank , and two trustees will be elected by 
scheduled banks in the private sector and other financial institutions, 
which may become contributories . If the Chairman is appointed 
on a part- time basis, or if it is otherwise considered necessary or 
desirable , a whole - time executive trustee will be appointed , in addi 
tion to the nine other members. The Chairman and the execu 
tive trustee will be appointed for such periods, not exceeding flye 
years, as inay be determined by the Reserve Bank . The nominees of 
the Reserve Bank , if they are officials and the nominees of the Life 
Insurance Corporation and the State Bank will hold office at the 
pleasure of the authorities nominating them . The nominees of the 
Reserve Bank, if they are non -officials, and the two elected trustees 
will hold ofice for a period of four years in each case . 


Clauses 17 and 18 provide for the procedure to be followed at 
meetings of the Board of trustees and the constitution of executive 
and other committees . 


Clause 19 deals with the business which the Trust is expected to 
transact . The Trust will buy and sell securities, including bonds, 
shares or other stock of statutory corporations , companies or other 
bodies corporate. The Trust will not acquire any immovable pro 
perty except for its own use . 

Clause 20 provides for the grant of temporary ways and means 
assistance to the Trust by the Reserve Bank of India or by other 
lending institutions. The Trust will be in a position to obtain 
normal banking accommodation from the Reserve Bank for periods 
not exceeding ninety days , and will , in an emergency, be able to 
borrow from that bank for periods up to six months against its own 
bonds, issued for this purpose with the approval and guarantee of 
the Central Government. The Trust will be able to borrow from 
other banks or financial institutions , on terms and conditions which 
may be agreed upon , but it will not be in a position to borrow any 
money directly from the Central Government . 

Clause 21 provides for the framing and publication of the scheme, 
in accordance with which units will be sold by the Trust. The 
scheme will provide for the sale of units, representing and backed by , 
all the investments made by the Trust. The face value of the unit 
will not be less than Rs. 10 or more than Rs. 100 . The units will 
be sold at prices determined by the Trust, having regard to the divi 
đends declared by it on the face value of the units. The Trust will 
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be prepared to purchase back the units, if necessary , at prices 
announced by the Trust from time to time. There will be no limit to 
the number of units which can be purchased and held by unit 
holders. Transfers of units will be recognised under prescribed con 
ditions. Dividends will be declared and distributed by the Trust 
to the unit -holders once every year , after the accounts for that year 
have been closed and audited . 


Clauses 22 to 24 deal with the allocation and disposal of the 
Trust s annual income. The total gross income and expenses in 
any year will be allocated , as between the initial capital and the 
capital representing the face value of the units sold and outstanding 
at the end of that year. Management expenses will be limited to 
five per cent, of the gross income allocated to the units, the actual 
expenditure , if any , in excess of this ceiling being charged to the 
contributories to the initial capital. At least ninety per cent, of the 
gross income less the management and other expenses allocated to 
the units will be distributed to the unit holders . 


Clauses 26 to 28 provide for the preparation , audit and publica 
tion of balance -sheets and accounts. 


Clause 30 provides that the Reserve Bank may give to the Trust, 
from time to time, such directions as may be necessary , 


Clause 31 and Clauses 33 to 38 provide for the recruitment of 
staff , the utilisation by the Trust, where necessary , of the services of 
the employees of the Reserve Bank , the application of the provisions 
of the Bankers Books Evidence Act, 1891, in relation to the Trust, 
declarations of fidelity and secrecy by the trustees and employees, 
the indemnity of trustees , protection of any action taken in good 
faith and the delegation of powers. 


Clause 32 provides for the grant of relief from certain provisions 
of the Income Tax Act, 1961 and other enactments , in order to faci 
litate the operations of the Trust and to encourage savings by indi 
viduals in the form of units. The Trust, as an institution acting for 
and in the interests of the unit -holders , will be exempted from the 
payment of income-tax , super - tax , and other taxes on its income. 
The contributories to the initial capital will be exempted from the 
payment of super profils tax on the income accruing to them in res 
pect of their contributions. The unit -holders will be exempted from 
the payment of income-tax , but not of super -tax , on the dividend 
income obtained from the units. The Trust, in so far as the income 
accruing to it is concerned and the unit-holders in respect of the 
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dividends accruing to them from the Trust, will be entitled to receive 
the amounts due to them , without deduction of income-tax at source 
(super -tax deductions will, however , be made in the case of non 
resident unit -holders , if any ) . 


Clause 39 provides inter -alia that the sums representing the 
contributions shall not be attachable under any order or decree , 
passed on account of any debts or liabilities incurred by the contri 
buting institutions . 

Clauses 40 and 41 provide for the return by the Trust of the 
contributions towards the initial capital, when it is no longer re 
quired . As in the case of partial refunds, the value of the contribu 
tions will be deicrmined in accordance with directions issued by the 
Central Government. The Board of Trustees will be reconstituted 
after the initial capital has been complrtelv sofundad , in the manner 
prescribed by the Central Government, in consultation with the 
Reserve Bank. 


Clause 42 provides for the liquidation of the Trust, if necessary , 
and for the distribution of the assets of the Trust in that event as 
between the unit-holders and the contributorles, if any , to the initial 
capital at that time. 


Clause 43 provides for regulations to be made by the Trust with 
the approval of the Reserve Bank to give effect to the provisions of 
the Bill. 


Clause 44 seeks to amend certain enactments, for the purposes of 
enabling the Reserve Bank , the State Bank (and the Industrial 
Finance Corporation in case it is interested ) to contribute to the 
initial capital of the Trust, for providing for the grant of loans to 
the Trust by the Reserve Bank , and for enabling the Central Gov 
ernment to discharge, in relation to the Trust , the functions of an 
appropriate Government in the event of industrial disputes, 
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TEAM - 

IX 


FINANCIAL MEMORANDUM 


Clause 20 provides that the Central Government may, in certain 
contingencies, guarantee the bonds issued by the Trust for the pur 
pose of enabling it to borrow from the Reserve Bank of India . The 
bonds are intended to be issued only in an emergency, and it is not 
possible at this stage to indicate whether or when they will be issued 
or the extent of the Central Government s contingent liability . It 
is anticipated , however , that the guarantees, if any, will not ulti 
mately involve any expenditure from the Consolidated Fund of 
India . The provision proposed to be made is also on the lines of 
similar provisions in regard to the Industrial Finance Corporation 
and other financial institutions. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 


Clause 21 confers power on the Board to make a unit scheme 
which will inter alia provide for the issue of units, their face value, 
the form and manner in which an application for the purchase of 
a unit from the Trust may bemade, the issue of unit certificates and 
the recognition of persons as unit holders. 


2 . Clause 41 empowers the Central Government to provide by an 
order for the reconstitution of the Board when the initial capital 
has been refunded in full to the contributing institutions It is not 
possible to say at this stage what will be the shape of the reconsti 
tuted Board . An order made under the said clause will provide for 
the number of trustecs that will constitute the Board , the manner 
in which they shall be chosen their term of office , filling of casual 
vacancies and such supplementary matters as may be necessary to 
give effect to the order. 


3. Clause 43 of the Bill empowers the Board to make regulations, 
with the previous approval of the Reserve Bank to provide for all 
matters for which provision is necessary or expedient for the pur 
pose of giving effect to the provisions of the Bill These matters 
inier alia relate to the form and manner of maintenance of the regis 
ter of contributing institutions, the form of the certificate of contribu 
tion , the manner of tran fer of certifirate of contribution , the rights 
and liabilities of a contributing institution , the holdivg and conduct 
of elections, the fees and allowances that may he paid to the trustees 
of the Board , the times and places of meetings of the Board , the 
institutions with which money may be kept on deposit , the date on 
which the books of accounts of the Trust shall be balanced and 
closed each year. 


4. The matters in respect of which power is conferred on the 
Central Government under clause 41 or on the Board under clause 
21 or clause 43 are matters of detail or of routine nature and the 
delegation of legislative power is of a normal character. 
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Bill No. 46 OF 1963 
A Bill further to amend the Companies Act , 1956 . 


Year of the 


BE it enacted by Parliament in the Fourteenth 
Republic of India as follows: — 


1. (1) This Act may be called the Companies ( Amendment) Act, Short title 
1963 . 

und con 

mencement . 
5 (2 ) It shall come into force on such date as the Central Govern 
ment may, by notification in the Official Gazette , appoint, and 
different dates may be appointed for different provisions of this 
Act. 


I of 1956 . 


2 . In section 2 of the Companies Act, 1956 (hereinafter referred Amendmeny 
10 to as the principal Act) , - - 

of scction 2 . 
(a ) afver clauze (10 ) , the following clause shall be inserted , 
namely: -- 

(10A ) " Company Law Board ” means the Board of 

Company Law Administration constituted under section 
15 

10E ; ; 

(b ) after clause (49) , the following clause shall be inserted , 
namely : 

(49A ) " Tribunal” means the Tribunal constituted 
under section 10A ; . 


2 . 


3 . After section 10 of the principal Act, the following sections Insertion of 

new sections 
shall be inserted in Part I, namely : 

after section 

10 in Part I . 
104 . (1 ) The Central Government may , by notification in Congtitution 
the Official Gazeite, constituto a Tribunal consisting of as many of Tribunal. 
members as it thinks fit, to exercise and discharge 

(a ) the powers and functions conferred on such Tribunal 
by or under this Act ; 
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(b ) the powers and functions conferred on the Court 
by or under section 203 in so far as it relates to the granting 
of leave under that section and sections 397 to 407 ; and 

(c ) such other powers and functions conferred on the 
Court by or under this Act as the Central Government may , $ 
by notification in the Official Gazette , specify : 

Provided that where any powers and functions are or become 
exercisable by the Tribunal by virtue of this section , the Court 
shall not exercise those powers and functions and any reference 
to the Court in any of the sections, powers and functions of the 10 
Court whereunder have been conferred on the Tribunal, shall be 
construed as a reference to the Tribunal. 

(2 ) The members of the Tribunal shall be persons who 
appear to the Central Government to have adequate knowledge 
of, and experience in , 

( a ) law , or 
(b ) matters of accountancy , or 

(c ) administration or management of companies and 
law relating thereto . 

( 3 ) The Central Government shall ordinarily appoint one 20 
of the members of Tribunal having knowledge of, and experience 
in law , who 

( a ) is or has been a Judge of a High Court; or 

(b ) is qualified for appointment as Judge of a High 
Court; 
to be the chairman of the Tribunal. 

(4 ) The chairman and other members of the Tribunal shall 
receive from the Central Government such remuneration , and 
shall be governed by such conditions of service, as the Central 
Governmentmay determine: 

30 
Provided that the remuneration of the chairman or any 
other member shall not be varied to his disadvantage after his 
appointment. 

(5 ) Nothing in this section shall derogate from the powers 
and functions of the Court in relation to any proceeding pending 35 
before the Court immediately before such powers and functions 
are or become exercisable by the Tribunal by virtue of this 
section and the Court shall dispose of such proceeding according 
ly , 
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(6 ) The provisions of this Act shall apply in relation to the 
enforcement of any order of the Tribunal as if such order were 
an order of the Court under this Act. 


Explanation .- - In this section , " Court " means the Court 69 
defined in sub -clause (a ) of clause ( 11) of section 2 and , whece 
the powers and functions have been conferred expressly by any 
section on a Judge of a High Court, includes such Judge . 


to 


15 
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10B . (1 ) The powers and functions of the Tribunal may be Procedure of 
exercised and discharged by Benches constituted by the chair - 1110 441. 
man of the Tribunal from among the members thereof. 

(2 ) Every such Bench shall consist of one or more members 
as the Central Government may , by rules made under this Act , 
determine. 

(3) Where a Bench consists of more than one member , one 
of them shall be a person having knowledge of , and experience 
in , law . 

(4 ) In case of difference of opinion among the meinbers of 
a Bench consisting of more than one member , the opinion of 
the majority shall prevail and orders of the Bench bliall be 
expressed in terms of the views of the majority : 

Provided that if the memhers of the Bench are equally 
divided in opinion on any point, they shall prepare a statement 
on the point and refer the same to the chairman of the Tribunal 
for the hearing of such point by one or more of the other mem 
bers of the Tribunal and such point shall be decided according 

to the opinion of the majority of the members of the Tribunal 
who have heard it , including those who first heard it . 

(5 ) Subject to the provisions of this Act and the rules made 
thereunder , the Tribunal shall have power to regulate its own 
procedure and the procedure of Benches thereof in all matters 
arising out of the exercise of its powers and the discharge of its 
functions, including the places at which the Benches shall hold 
their sittings. 

10C . (1) The Tribunal shall have the powers which are powers of 
vested in a court under the Code of Civil Procedure , 1908 , when Tribunal. 
trying a suit, in respect of the following matters: 

(a ) discovery and Inspection , 


30 


3 of 1908 . 


35 


(6 ) enforcing the attendance of witnesses and requirink 

the deposit of their expenses, 
702 G of I . - . 
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(c ) compelling the produc on of documents, 
(d ) examining witnesses on oath , 
(e) granting adjournment. 
(t) reception of evidence t..ken on afildavit, 

( 9 ) issuing commissions for the examination of wit- 5 
nesses, and summoning and examining suo motu any person 
whose evidence appears to the Tribunal to be material. 

(2 ) Where the Tribunal has reason to believe that any place 
is used for the deposit or custody of any document or thing 
which may be material for the purposes of any proceeding be - 10 
fore it , the Tribunal may by its warrant authorise and direct any 
police officer above the rank of a constable 

(a ) to enter that place with such assistance as may be 
required , 

(b ) to search the same in the manner specified in the 15 
warrant, 

(c ) to take possession of any documents or things there 
in found and to prepare a list of the same and to dispose 
them of in accordance with the provisions hereinafter con 
tained . 

(3 ) When in the execution of a search warrant under sub 
section ( 2) any documents or things for which search is made 
are found , such documents or things, together with the list of 
the same, shall immediately be taken before the Tribunal. 

(4 ) The provisions of the Code of Criminal Procedure, 1898 , 25 3 of 1898 . 
shall , so far as may be, apply to a search directed , and a search 
warrant Issued , under sub -section (2 ) as they apply to a search 
and a search warrant under section 98 of that Code. 

(5 ) The Tribunal shall be deemed to be a civil court for the 
purposes of section 195 and Chapter XXXV of the Code of Crimi- 30 
nal Procedure , 1898 , and every proceeding before the Tribunal 
shall be deemed to be a judicial proceeding within the meaning 
of sections 193 and 228 of the Indian Penal Code and for the pur- 45 of 1860. 
pose of section 196 of that Code . 

10D . ( 1) Save as ntherwise provided in this Act, an appeal 35 
shall Ife only on questions of law arising out of any decision , 
finding or order of the Tribunal to the High Court having juris 
diction in relation to the place at which the registered office of 
the company concerned is situate . 


20 


Appeals 
against 
decigions of 
tho 
Tribunal, 
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(2 ) Every such appeal shall be heard by a Bench of not less 
than two Judges of the High Court. 

(3) Every such appeal shall be filed within the period of 
sixty days from the date of the decision , finding or order of the 
Tribunal; 

Provided that the appeal may be admitted after the expiry 
of the aforesaid period if the appellant satisfies the High Court 
that he had sufficient cause for not preferring the appeal within 

that period . . 
10 4 . In the principal Act, after Part I, the following Part and sec - Insertion of 
tion shall be inserted , namely : --- 

new Part I A 

after Part I . 
PART IA 
BOARD OF COMPANY LAW ADMINISTRATION 

10E . ( 1) As soon as may be after the commencement of the Constitution 
IS Companies (Amendment) Act, 1963 , the Central Government of Board of 

Company 
shall, by notification in the Official Gazette, constitute a Board Law Adini 
to be called the Board of Company Law Administration to exercise nistration . 
and discharge such powers and functions conferred on the Cent 
ral Government by or under this Act or any other law as may be 
entrusted to it by that Government. 

(2 ) The Company Law Board shall consist of such number 
of members , not exceeding five , as the Central Government 
deems fit , to be appointed by that Government by notification in 
the Official Gazette. 

(3) One of the members shall be appointed by the Central 
Government to be the chairman of the Company Law Board . 

(4 ) No act done by the Company Law Board shall be called 
in question on the ground only of any defect in the constitution 
of, or the existence of any vacancy in , the Company Law Board . 

(5 ) The procedure of the Company Law Board shall be such 
as may be prescribed . 

(6 ) In the exercise of its powers and discharge of its func 
tions, the Company Law Board shall be subject to the control 

of the Central Government. . 
35 5. In section 81 of the principal Act, 

Amendment 

of section 81 . 
(a ) for the proviso to sub - section ( 3 ) , the following proviso 
shall be substituted , namely : --- 


20 


" Provided that the terms of issue of such debentures or 
the terms of such loans include a term providing for such 
option and such term 
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( a ) either has been approved by the Central Gov 
ernment before the issue of debentures or the raising of 
the loans, or is in conformity with the rules , if any, made 
by that Government in this behalf ; and 

(b ) in the case of debentures or loans other than s 
debentures issued to , or loans obtained from , the Goy 
ernment or any institution specified by the Central Gov 
ernment in this behalf, has also been approved by a 
special resolution passed by the company in general 
meeting before the issue of the debentures or the raising 10 

of the loans" ; 
(b ) after sub - section ( 3 ), the following sub -sections shall 
be inserted , namely : 

" (4 ) Notwithstanding anything contained in the fore 
going provisions of this section , where any debentures have 
been issued to , or loans have been obtained from , the Gov 
ernment by a company, whether such debentures have been 
issued or loans have been obtained before or after the com 
mencement of the Companies (Amendment) Act, 1963, the 
Central Government may , by order, direct that such deben - 20 
tures or loans or any part thereof shall be converted into 
shares in the company on such terms and conditions as 
appear to the Government to be reasonable in the circums 
tances of the case, even if the terms of issue of such deben 
tures or the terms of such loans do not include a term , 
providing for an option for such conversion : 

Provided that if the terms and conditions of such con 
version are not acceptable to the company, the company 
may, within thirty days of the communication to it of such 
order or within such further time as may be granted by the 30 
High Court, prefer an appeal to the High Court in regard to 
such terms and conditions and the decision of the High Court 
on such appeal and , subject only to such decision , the order 
of the Central Government under this sub -section shall be 
final and conclusive . 

35 
(5 ) In issuing any order under sub - section (4 ) , the 
Central Government shall have due regard to the financial 
position of the company, and, in particular , to the terms of 
issue of the debentures or the terms of the loans, as the case 
may be, and the rate of interest payable on the debentures 40 
or loans, the subscribed capital of the company and its loan 
liabilities, its reserves, its profits during the preceding five 
years and the current market price of the shares of the 
company ." . 
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6 . After section 153 of the principal Act, the following section 

new section 
shall be inserted , namely : --- 

153A after 

section 153 
" 153A . ( 1) Where any shares in , or debentures of, a com - Declaration 

is to shares 
pany are held in trust by any person (hereinafter referred to as 
the trustee ) , the trustee shall , within such time and in such form tures held in 

trust 
as may be prescribed , make a declaration to the Registrar . 

(2 ) A copy of the declaration made under sub -section (1) 
shall be sent by the trustee to the company concerned , as soon as 
may be, after the declaration has been sent to the Registrar. 

(3 ) If a trustee contravenes any provision of this section 
ΙΟ 

or makes any statement in the declaration which is false and 
which he either knows or believes to be false or does not believe 
to be true, he shall be punishable with imprisonment for a term 
which may extend to three years and also with fine. 

(4 ) The provisions of this section and section 187B shall 
not apply in relation to a trust -- 

(a ) where the trust is not created by instrument in 
writing; or 

(6 ) even if the trust is created by instrument in writing, 
where the trust money invested in shares in , or debentures of , 
a company 

(i) does not exceed one lakh of rupees , or 

(ii) exceeds one lakh of rupees but does not exceed 
either five lakhs of rupees or twenty - five per cent of the 

paid - up share capital of the company." . 
7. After section 187A of the principal Act, the following section Ingertion of 
shall be inserted , namely :- - 

new section 
187B after 

section 187A . 
" 187B . ( 1) Notwithstanding anything contained in this Act Exercise of 
or any other law or any contract , memorandum or articles, votir.g I ghts 

in respect of 
30 

where a member or debenture -holder of a company (hereinafter sherei und 
referred to as a trustec ) holds shares in , or debentures of, the 

stones of the debeo urca 

hold w trust. 
company for the benefit of any other person , the Central Gov 
ernment may, if it considers necessary so to do in the public 
interest, appoint such person , as it thinks fit, to exercise at any 
meeting of the company or at any meeting of any class of mem 
bers of the company or at any meeting of the debenture-holders 
of the company, as the case may be, the same rights and powerg 
( including the right to vote by proxy ) as the trustee would 

exercise as a member or debenture -holder at such meeting and 
40 thercupon the trustee shall not exercise any such rights and 

powrs as aforesaid . 


25 


35 
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(2 ) In order to enable the person appointed by the Central 
Government under sub -section ( 1) to exercise the rights and 
Powers as aforesaid , that person shall also be entitled to receive 
all books and papers under this Act as if he were a member or 
a debenture -holder ," . 


Insertion of 8. In the principal Act, in Part VI, after Chapter IV , the follow 
new Chapter ing Chapter and sections shall be inserted , namely : 
in Part VI. 

“ CHAPTER IVA - POWERS OF CENTRAL GOVERNMENT TO REMOVE 
MANAGERIAL PERSONNEL FROM OFFICE ON THE RECOMMENDATION OF 
THE TRIBUNAL 


IO 


Reference to 
Tribunal of 
cases against 
managerial 
personnel. 


388B . (1) Where in the opinion of the Central Government 
there are circumstances suggesting 


(a ) that any person concerned in the conduct and manage 
ment of the affairs of a company is or has been in connection 
therewith guilty of fraud, misfeasance, negligence or default 15 
in carrying out his obligations and functions under the law , 
or breach of trust; or 


(b ) that the business of a company is not or has not 
been conducted and managed by such person in accordance 
with sound business principles or prudent commercial prac - 20 
tices ; or 


(c ) that a company is or has been conducted and manag 
ed by such person in a manner which is likely to cause, or 
has caused , serious injury or damage to the interest of the 
trade , industry or business to which such company pertains ; 25 
or 


(d ) that the business of a company is or has been con 
ducted and managed by such person with intent to defraud 
its creditors , members or any other persons or otherwise for 
a fraudulent or unlawful purpose or in a manner prejudi- 30 
cial to public interest, 


the Central Government may state a case against the person 
aforesaid and refer the same to the Tribunal with a request that 
the Tribunal may inquire into the case and record a finding as to 
whether such person is a At and proper person to hold the ofice 35 
of director or any other office connected with the conduct and 
management of any conipany , 
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IO 


s of 1908 . 


(2 ) Every case under sub -section (1) shall be stated in the 
form of an application which shall be presented to the Tribunal 
or such officer thereof as it may appoint in this behalf. 

( 3 ) The person against whom a case is referred to the Tribu 
nal under this section shall be joined as a respondent to the 
application 
( 4 ) Every such application 

(a ) shall contain a concise statement of such circums 
tances and materials as the Central Government may consi 
der necessary for the purpose of the inquiry , and 

(b ) shall be signed and verified in the manner laid down 
In the Code of Civil Procedure , 1908 , for the signature and 
verification of a plaint in a suit by the Central Government. 

(5 ) The Tribunal may at any stage of the proceedings allow 
the Central Government to alter or amend the application in such 
manner and on such terms as may be just , and all such amend 
ments shall be made as may be necessary for the purpose of 
determining the real questions in the inquiry . 

388C . (1 ) Where during the pendency of a case before the Interim 
Tribunal it appears necessary to the Tribunal so to do in the front 

Tribunal. 
interest of the members or creditors of the company or in the 
public interest , the Tribunal may on the application of the Cen 
tral Government or on its own motion , by an order 

( a ) direct that the respondent shall not discharge any 
of the duties of his office until further orders of the Tribu 
nal, and 

(6 ) appoint a suitable person in place of the respondent 
to discharge the duties of the office held by the respondent 
subject to such terms and conditions as the Tribunal may 
specify in the order . 

(2 ) Every person appointed under clause (6 ) of sub -sec . 
tion ( 1 ) shall be deemed to be a public servant within the mean 
ing of section 21 of the Indian Penal Code . 
388D , At the conclusion of the hearing of the case , the Tribu - Decision of 

the 
nal shall record its findings stating therein specifically if the Tribunal, 
Tribunal considers the respondent as being not a fit and proper 
person to hold the office of director or any other office connected 
with the conduct and management of any company . 


20 


25 


30 


45 of 1860 


35 


388E . (1 ) An appeal shall lie only on questions of law arising Appeal to 

h Count within the High Court 
out of the findings of the Tribunal to the High Court within the 

cop questions 

of law . 
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Power of 
Central Gov 
ernment to 
renove 
Dan gertal 
pergunne 
the basis o 
Tri D 
findloge . 


local limits of whose jurisdiction the place at which the Tribunal 
has held its sittings for the purpose of the inquiry under section 
388B , is situate and every such appea ] shall be heard by a Bench 
of not less than two Judges of the High Court : 

Provided that where the Tribunal has held its sittings at 5 
more places than one and such places are situate within the 
local limits of the jurisdiction of different High Courts, the 
appeal shall lie to the High Court within the local limits of 
whose jurisdiction the appellant at the time of the filing of the 
appeal ordinarily resides. 

IO 
(2 ) Every such appeal shall be filed within a period of 
sixty days from the date of the finding of the Tribunal: 

Provided that the appeal may be admitted after the expiry 
of the aforesaid period if the appellant satisfies the High Court 
that he had sufficient cause for not preferring the appeal within is 
that period . 

388F . ( 1) Notwithstanding any other provision contained in 
this Act, the Central Government may , by order, remove from 
office any director , or any other person concerned in the conduct 
and management of the affairs, of a compay, against whom there 20 
is a finding of the Tribunal or a decision of a High Court under 
this Chapter: 

Provided that where a firm or a body corporate is concerned 
in the conduct and management of the affairs of a company as 
its managing agent or secretaries and treasurers, and the finding 25 
of the Tribunal or the decision of a High Court is against any 
partner in such firm , or any director of, or any person holding a 
general power of attorney from , such body corporate , the Cen 
tral Government may also remove from the office of managing 
agent or secretaries and treasurers such firm or body corporate . 30 

( 2 ) No order under this section shall be made against any per 
Bon unless he has been given a reasonable opportunity to show 
cause against the same: 

Provided that no matter shall be raised by such person 
before the Central Government if such matter has been decided 
by the Tribunal or the High Court. 

35 
( 3 ) The person against whom an order of removal from 
office is made under this section shall not hold the office of a 
director or any other office connected with the conduct and 
management of the affairs of any company during a period of ot 
Ave years from the date of the order of removal. 
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(4 ) Notwithstanding anything contained in any other provi 
sion of this Act , or any other law or any contract, memorandum 
or articles, on the removal of a person from the office of a direc 
tor or, as the case may be, any other office connected with the 
conduct and management of the affairs of the company, that 
person shall not be entitled to claim any compensation for the 
loss or termination of office . 

( 5 ) On the removal of a person from the office of a direc 
tor or, as the case may be, any other office connected with the 
conduct and management of the affairs of the company, the 
company may , with the previous approval of the Central Gov 
ernment, appoint another person to that office in accordance with 
the provisions of this Act.” . 


10 


ng conducted ", og 


9. In section 397 of the principal Act-- 

Amendmcat 

of section 
(a ) in sub -section (1 ) , for the words " are being conducted " , 397. 
the words " are being conducted in a manner prejudicial to pub 
lic interest or” shall be substituted ; 

(b ) in sub -section (2 ) , in clause (a ) , for the words " are 
being conducted " , the words “ are being conducted in a manner 
prejudicial to public interest or” shall be substituted . 


20 


10 . In sub - section (1 ) of section 398 of the principal Acta Amendment 

of section 
(a ) in clausc (a ) , for the words " are being conducted " , the 
words " are being conducted in a manner prejudicial to public 
interest or ” shall be substituted ; 

(b ) in clause (b ) , for the words " will be conducted " , the 
words " will be conducted in a manner prejudicial to public in . 
terest or ” shall be substituted , 
11. In sub - section ( 1 ) of section 408 

Amendment 

of section 
(a ) after the words " if the Central Government” , the words 408. 
" of its own motion or” shall be inserted , 

(b ) after the words " interests of the company , the words 
" or to public interest" shall be inserted , 

12 . In Part VI of the principal Act, in Chapter VII, after section Insertion of 
415 , the following section shall be inserted , namely : -. 

new section 
after section 

415 . 
" 415A . The provisions of this Chapter shall apply in rela - Provisions of 

this Chapter 
tion to the Company Law Board as they apply in relation to the to 
Central Government in respect of any matter in relation to Company 

Law Board 
in certain 


35 


Cases 


702 G of I Ex . - 6 . 
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which the powers and functions of the Central Government 
under sections 410 and 411 have been delegated to the Company 
Law Board under section 637." . 


Oew section 
635A after 
section 635 . 


13 . After section 635 of the principal Act, the following section 
shall be inserted , namely : 


5 


Protection of 
acte done in 
vood faith . 


" 635A . No suit , prosecution or other legal proceeding shall 
lię against officers of Government for anything which is in good 
faith done or intended to be done in pursuance of this Act or 
any rules made thereunder ." . 


Amendmeni 
of sec : ion 
637 


14 . For sub -sections ( 1) and (2 ) of section 637 of the principal 10 
Act, the following sub - sections shall be substituted , namely : - - 

" ( 1) The Central Government may , by notification in the 
Official Gazette and subject to such conditions, restrictions and 
limitations as may be specified therein , delegate 

( a ) any of its powers or functions under this Act (other 15 
than the power to make rules) to the Company Law Board ; 

(b ) any of its powers or functions under this Act, other 
than those specified in sub -section ( 2 ), to such other autho 
rity or such officer as may be specified in the notification . 

( 2 ) The powers and functions which cannot be delegated 20 
under clause (b ) of sub -section (1 ) are those conferred by or 
mentioned in the following provisions of this Act, namely , sec 
tions 10 , 89 ( 4 ) , 211 ( 3 ) and (4 ) , 212 , 213, 235 , 237 , 239 , 241 , 
242, 243 , 244 , 245 , 247, 248 , 249, 250 , 259, 268 , 269, 274 (2 ) , 
295 , 300 , 310, 311, 324 , 326 , 328 , 329 , 332, 343, 345 , 346, 347 (2 ) , 25 
349 , 352 , 369, 372 , 396 , 399 (4 ) and (5 ) , 401, 408, 409 , 410 , 411 ( b ) , 
448 , 609, 613 , 620 , 638 , 641 and 642." . 
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STATEMENT OF OBJECTS AND REASONS 


In order to facilitate quick action against persons involved in 
cases of fraud , misfeasance and other such malpractices and irregula 
rities in the management of companies, it is considered necessary to 
set up a Tribunal whose findings would enable the Central Govern 
ment to remove such persons from positions of managerial authority 
in any company. This Tribunal will also be empowered to hear 
certain applications under section 203 and sections 397 and 398 of 
the Companies Act, as these relate to matters of a similar nature . 
The scope of sections 397 and 398 and other related sections is being 
enlarged to provide for the entertainment of applications on grounds 
of public interest as well besides those stated therein . This 
Tribunal will also be empowered to exercise the powers and func 
tions of the court under such sections of the Companies Act as the 
Central Government may, from time to time, notify. 


In order to prevent the use of voting rights attached to shares 
held by trusts for the advancement of personal interests of the 
donors , it is considered necessary to regulate the exercise of such 
rights in suitable cases. For this purpose , it is proposed to empower 
the Central Government to appoint a person to exercise voting rights 
in respect of trusts with significant share holding, when necessary , 
with a view to securing proper management of the company in the 
interests of the shareholders. 


In cases where Government has advanced a loan to a company , 
it is considered necessary that Government should have the power 
to direct the conversion of such a loan into shares of that company 
on fair and equitable terms. Where the loan agreement provides for 
such conversion , it is proposed to dispense with the procedure pres 
cribed under section 81 of the Companies Act in regard to such 
conversion of loans given by Government and specified financial 
institutions . Section 81 is proposed to be amended accordingly . 


Further , it is considered desirable, for the better and convenient 
administration of the Companies Act, to set up a Board to which 
will be entrusted most of the powers and functions of the Central 
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Government under the Companies Act or other laws. The Board 
will function subject to the control of the Central Government in 
all matters, 


The Bill seeks to amend the Companies Act to give effect to the 
above proposals . 

T . T . KRISHNAMACHARI. 
NEW DELHI; 
The 14th November, 1963 . 
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FINANCIAL MEMORANDUM 
The Bill seeks inter alia to set up a Tribunal to enquire into 
cases of mis -conduct of various types on the part of company 
managements and an administrative Board to exercise such powers 
and functions of the Central Government under the Companies Act 
or under any other law , as may be assigned to that Board by that 
Government. 

The provision for the setting up of a Tribunal will necessitate the 
appointment of Chairman and Members of the Tribunal and some 
additional staff. As far as can be anticipated at present, the expendi 
ture on this account together with incidental expenses on administra 
tion to be met out of the Consolidated Fund of India is estimated at 
about Rs. 1,50 ,000 per annum as indicated below : 


Requirement of personnel and finarces. 


1. 


Officers 


No. 


Cost in 


Rs. 


I 
2 
I 
I 


Annual 
emoliments 
X 42 ,000 
™ 27, 000 
X 9,000 

7 ,270 


42 , 000 
54, 000 
9 , 000 


7 , 200 


2 . 


Chairman of Tribunal 
Members of Tribunal 
Registrar 
Company Accoun ant 
Stall consisting of Stenographers 
and Lower Division Clerks 
Incidental expenses including 
Class IV gtaff , travelling 
allowancer, Accommodation , 
furniture , etc . 


13 ,200 


25 , 000 


Total 
ÇI gay 


1 , 50 ,400 
1 , 50 ,000 


The provision for the setting up of a Board may not involve any 
fresh expenditure from the Consolidated Fund as it is expected that 
the Board would be able to function with the help of the officers 
and staff who are now borne on the strength of the Department 
of Revenue for dealing with the administration of the Companies 
Act. 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 


Clauses 3 , 4 and 6 of the Bill empower the Central Government 
to make rules in respect of matters which , inter alia , relate to the 
strength of every Bench of the Tribunal, the procedure of the 
Tribunal and Benches thereof, the procedure to be followed by the 
proposed Board of Company Law Administration , and the form in 
which a declaration may be made under sub -section ( 1) of the pro 
posed section 153A . 


The matters in respect of which rules may be made are matters 
of procedure or administrative detail, The delegation of legislative 
power is , therefore , of a normal character. 
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Bill No. 47 OF 1963 


A Bill to provide , in the economic and financial interests of the 

community , for the control of the production , supply , distribu 
tion , use and possession of, and business in , gold and ornaments 
and other articles of gold and for matters connected therewith . 


Be it enacted by Parliament in the Fourteenth 
Republic of India as follows: 


Year of the 


CHAPTER I 


PRELIMINARY 


§ 1. ( 1) This Act may be called the Gold (Control) Act, 1963 . Short title , 

extent, 
( 2 ) It extends to the whole of India and it applies also to citizens applica 
of India outside India . 

tion and 

com 
( 3) It shall come into force on such date as the Central Govern - mence 
ment may, by notification in the Official Gazette , appoint. 

ment, 


10 


2. In this Act , unless the context otherwise requires, 

Deflnt 
(a ) “ Administrator" means the Administrator appointed 

tions , 
under section 18 ; 

( b ) " company " means any company as defined in section 3 
of the Companies Act, 1956 ; 

( c ) " certified goldsmith " means a dealer who holds a valid 
certificate granted under section 13 recognising him as a gold 
smith ; 


1 of 1956. 


15 
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(d ) " dealer " means any person who carries on , directly or 
otherwise , the business of 

( 1 ) making , manufacturing, preparing, buying, selling, 
supplying, distributing. melting, processing or converting 
ornaments , 

( 2 ) buying, selling, supplying or distributing gold for 
the purpose of making, manufacturing or preparing orna 
ments , 

( 3) melting, processing or converting gold for the pur 
pose of making, manufacturing or preparing ornaments, 10 
whether for cash or for deferred payment, or for commission , 
remuneration or other valuable consideration , and includes 

( a ) an undivided Hindu family which carries on such 
business ; 

(b ) a local authority , company, society registered under 15 
the Societies Registration Act, 1860 , co - operative society re - 21 of 1860 . 
gistered under any law with respect to co - operative societies , 
club , firm or other association which carries on such business , 
or 

(i) buys ornaments , or gold for the purpose of mak - 20 
ing ornaments, from , or 

( ii ) makes or manufactures ornaments for , 

( iii) processes, melts or converts ornaments , or gold 
for the purpose of making ornaments, for 

( iv ) sells , supplies or distributes ornaments , or gold 25 
for the purpose of making ornaments, to , 
its members ; and 

(c ) a commission agent, broker, del credere agent, auc 
tioneer or other mercantile agent, by whatever name called , 

who carries on such business on behalf of any principal; 30 
but does not include the Reserve Bank of India , the State Bank of 
India , any subsidiary bank as defined in clause (k ) of section 2 
of the State Bank of India (Subsidiary Banks) Act, 1959, or any 38 of 1980 . 
banking company as defined in clause (c ) of sub -section (1 ) of 
section 5 of the Banking Companies Act, 1949 , in so far as such 35 10 of 1949. 
bank sells or transfers or exhibits for sale or transfer any gold . 
Explanation . For the purposes of this Act 

( a ) every person who acts as an agent of a dealer residing 
outside India and carries on the business of such dealer in 
India or acts on behalf of such dealer as 

4u 
(i) a mercantile agent as defined in the Sale of Goods 
Act, 1930 ; or 

3 of 1930 . 
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( ii ) an agent for handling gold or documents of title 
relating to gold ; or 

(lii) an agent for the collection or payment of sale 
price of gold or as a guarantor for such collection or pay 
ment; and 

(6 ) every branch in India of a firm or company having its 
registered office outside India , 
shall be deemed to be a dealer ; 

(e ) " gold " means gold , including its alloy, whether virgin , 
melted , re -melted , wrought or unwrought in any shape or form , 
of a purity of not less than nine carats and includes any gold coin 
(whether legal tender or not ) , any ornament and any other 
article of gold ; 

(f) " ornament" means any article in a finished form , meant 
for personal adornment or for the adornment of any idol, delty 
or any other object of religious worship , made of, or manufac 
tured from , gold , whether or not set with stones or gems, real 
or artificial, or with pearls, real, cultured or imitation or with all 
or any of them and includes parts, pendants or broken pieces of 
ornaments ; 

(g ) " prescribed " means prescribed by rules made under this 
Act ; 

(h ) " primary gold ” means gold in any unfinished form and 
includes all ingots, bars, blocks, slabs, billets , shots , pellets , rods 
and wires ; 

(i) " refiner " means the owner or occupler of a refinery ; 

(3) " refinery " means a place where gold is melted , process 
ed , converted or refined . 

CHAPTER II 


CONTROL OF AUSINESS IN GOLD 


3 . ( 1) Subject to the other provisions of this Act, 
(a ) a dealer shall not make , manufacture or prepare 

(i) any article of gold other than ornament, or 
( ii ) any article containing gold of any purity ; 


OT 


Prohibi. 
tion of 
manufac 
ture of 
articles of 
gold in 
certain 
cases. 


(b ) a refiner shall not make, manufacture or prepare 

(i) any article of gold other than primary gold , or 

( ii) any article containing gold of any purity ; and 
702 G . or I. Ex .- 7. 
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( c ) any other person shall not make, manufacture or pre 
pare any article of gold or any article containing gold of any 

purity , 
unless guch dealer, refiner or other person is authorised by the Ad 
ministrator by general or special order to make, manufacture or pre- 5 
pare such article . 

(2 ) A certified goldsmith may , and no other dealer shall , accept 
any ornament having gold of a purity exceeding fourteen carats for 
polishing or repair , 

(3 ) A dealer may accept any ornament having gold of any purity 10 
for the purpose of making, manufacturing or preparing new orna 
ment or ornaments having gold of a purity not exceeding fourteen 
carats : 

Provided that a certified goldsmith may, in accordance with the 15 
provisions of section 13 , accept any ornament having gold of a purity 
exceeding fourteen carats for the purpose of making , manufacturing 
or preparing new ornaments having gold of a purity exceeding 
fourteen carats , 


Routric 
tions on 
the mak 
ing, etc ., 
of orne 
manta and 
other 
articles 
of gold . 


4 . ( 1) Save as provided in section 18, 
( a ) no dealer , whether licensed under this Act or not, shall 20 

(1) make , manufacture or prepare, or 

( ii ) sell or otherwise transfer , agree to sell or otherwise 
transfer, or expose or offer for sale or transfer , and 

(b ) no person shall place any order with any dealer, whe 
ther licensed under this Act or not, for the making , manufacture 25 

or preparation of, 
any ornament having gold of a purity exceeding fourteen carats. 

(2 ) No person shall make or manufacture any article of gold of a 
purity exceeding fourteen cerats ; 
Provided that , 

(!) any refiner may , if authorised by the Administrator to 
do so by general or special order , make, manufacture or have in 
his possession , custody or control any prļmary gold containing 
gold of a purity exceeding fourteen carats, and 

( 12 ) any refiner or dealer who as such refiner or dealer 35 
acquires or comes into the possession of any primary gold , or 
ornament or other article of gold , of a purity exceeding fourteen 
carats under any provision of this Act shall convert that gold , 


30 
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ornament or article into gold of a purity not exceeding fourteen 
carats within such period as the Administrator may by general 
or special order grant. 


(3 ) Notwithstanding anything contained in sub -section ( 1) or 
5 sub - section ( 2 ) , the Administrator may by general or special order 

permit any person to make, manufacture or prepare any ornament, or 
other article of gold , of a purity exceeding fourteen carats subject to 
such conditions and restrictions as may be specified in the order. 


( 4 ) Every person who makes, manufactures or sells any primary 
Io gold shall put a stamp on each piece of primary gold , 

(i) certifying the purity of gold contained in such primary 
gold and the date of making or manufacturing thereof; and 

(ii) containing such descriptive and other particulars which 
may enable the identification of the maker or manufacturer of 
such primary gold , as may be prescribed . 


(5 ) No stamp referred to in sub -section ( 4 ) shall be used in 
stamping any primary gold unless such stamp has been approved and 
registered by the Administrator. 


5 . (1 ) Except in the case of any quantity of gold acquired after Ritric 
20 the date of making any return under this Act, no dealer, and no re - tions on 

finer, who is licensed under this Act, shall have in his possession or po 
under his control any gold which has not been included in such 

of gold . 
return : 


Provided that any gold acquired after the date of making such 
25 return shall be included in the next succeeding return . 


(2 ) Save as otherwise provided in this Act, 

(a ) a refiner may sell or deliver gold only to a dealer licen 
sed under this Act in accordance with the conditions and res 

trictions, if any, contained in the dealer s licence but shall not 
30 

sell or deliver gold to any other person : 

Provided that a refiner may sell gold to any person on pro 
duction by that person of a permit granted by the Adminis 
trator in this behalf or to such other person as the Administrator 

may , by general or special order , authorise in this behalf; 
35 

(b ) a dealer licensed under this Act may , in accordance 
with the conditions and restrictions, if any , contained in his 

licence , buy or otherwise acquire , or agree to buy or otherwise 
702 G . of I. Ex . — 8. 
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acquire , gold , not being ornament, only from a dealer, or refiner , 
licensed under this Act but not from any other person : 

Provided that any such dealer may buy or otherwise acquire 
or accept gold , not being ornament , from any person if such 
gold has been included in a declaration made by that persons 
under Part XII A of the Defence of India Rules, 1962 , or under 
section 16 , or if in respect of such gold no such declaration is 
required and a permit has been obtained under sub - section (3 ) ; 

( c) a dealer licensed under this Act may, in accordance with 
the conditions and restrictions , if any , contained in his licence - 10 

(i) sell or otherwise transfer, or agree to sell or other 
wise transfer , or 

( ii) expose or offer for sale or transfer, 
gold , not being ornament, only to a dealer , or refiner, licensed 
under this Act but not to any other person : 

IS 
Provided that a dealer licensed under this Act may sell 
gold , not being ornament, to any person on production by that 
person of a permit granted by the Administrator in this behalf; 

( d ) a person other than a dealer licensed under this Act 
shall not buy or agree to buy or otherwise acquire or agree to 20 
acquire gold , not being ornament, except in accordance with a 
permit granted by the Administrator or in accordance with 
such authorisation as the Administrator may , by general or 
special order, make in this behalf , nor shall he otherwise ac 
quire or agree to acquire such gold except by succession , in - 25 
testate or testam :ntary : 

Provided that a refiner may buy or accept gold from a dealer 
licensed under this Act ; 

(e ) à person acquiring gold in accordance with any general 
or special authorisation made by the Administrator shall not - 30 

(i) sell or otherwise transfer , or agree to sell or other 
wise transfer, or 

(ii) expose or offer for sale or transfer , 
such gold to any person other than a person authorised by the 
Administrator by general or special order in this behalf. 

(3 ) Any gold (other than ornament) which is not required to 
be declared under this Act may be sold or otherwise transferred or 
hypothecated , pledged , mortgaged or charged under and in accordance 
with a permit granted by the Administrator in this behalf . 
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6 . ( 1 ) No person shall make , advance or grant any loan to any Prohiti 

vion of 
other person on the hypothecution , pledge, mortgage or charge of 

loans on 
any gold other than ornament unless a permit has been obtained 

under sub -section ( 3 ) of section 5 or unless such gold has been cation of 
5 included , if so required , in a declaration or a further declaration gold. 
made under Part XII A of the Defence of India Rules, 1962 , or under 
section 16 . 
(2 ) No person who is a dealer, whether licensed or not, shall 

(a ) carry on business as a dealer in the same premises in 
which he or any other person carries on business as a money 
lender or banker involving the hypothecation , pledge , mortgage 
or charge of any gold , 

(b ) (i) sell or otherwise transfer to any person any gold on 
the hypothecation , pledge , mortgage or charge of which he has 
advanced any loan , whether before or after the 10th day of 
January , 1963 , or 

( ii ) return such gold to the borrower , whether before or 
after the repayment of the loan , 
except under and in accordance with such conditions, limitations or 
20 restrictions, if any, as may be imposed by the Administrator in this 

behalf . 


( 3 ) No pawnee who is not a dealer shall sell any gold pledged 
with him , on the failure of the pawnor to redeem such gold , except 
in accordance with such conditions as may be prescribed . 


25 


CHAPTER III 


LICENSING OF DEALERS AND REFINERS AND CERTIFICATION OF GOLDSMITHS 


7 . (1 ) Save as otherwise provided in this Act, no dealer who is Licensins 
registered under any law with respect to sales tax shall carry on of deal 

business as such dealer unless he holds a valid licence issued in this ers. 
30 behalf by the Administrator, 


(2 ) A licence issued under sub - section ( 1) may contain such 
conditions and restrictions as the Administrator may think fit to 
impose and different conditions and restrictions may be imposed for 
different classes of dealers . 


as (3 ) Every dealer who is registered under any law with respect 

to sales tax shall, as soon as possible after such registration and in 
any case before the expiry of thirty days thereafter, make to the 
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Administrator an application in such form and on payment of such 
fee as may be prescribed , for the issue of a licence under this section , 


(4 ) Any dealer who is not required to be registered under any 
law with respect to sales tax may , if he likes, also make to the Ad 
ministrator an api lication in accordance with the foregoing provi- 5 
sions for the issue of a licence under this section and any licence 
issued in pursuance of such application may contain such conditions 
and restrictions as the Administrator may think fit to impose and 
different conditions and restrictions may be imposed for different 
classes of applicants . 

10 


(5 ) Nothing in the foregoing provisions of this section shall be 
deemed to prohibit any dealer who is required to apply for a licence 
under this section from carrying on his business as such dealer for 
the period within which he is required to apply for such licence and 
if he has applied for such licence, until he is granted a licence or is, is 
by a notice in writing, informed by the Administrator that a licence 
cannot be granted to him . 


(6 ) On the receipt of an application for the issue of a licence 
under this section , the Administrator may , after making such in 
quiry , if any, as he may consider necessary , by order in writing 20 
either grant the licence or reject the application for the same: 


Provided that no application for the issue of a licence made by a 
dealer registered under any law with respect to sales tax whether 
before or after the commencement of this Act shall be rejected unlega 
the Administrator is satisfied that any statements made in the appli- 25 
cation for the issue of the licence are incorrect or false in material 
particulars or that the applicant for the licence has contravened any 
of the provisions of this Act and unless the applicant for the licence 
has been given a reasonable opportunity of showing cauge against 
such rejection . 


30 


( 7) A licence granted under this section shall be valid for the 
period specified therein and may be renewed from time to time for 
such period and on payment of such fee as may be prescribed and 
the provisions of this section relating to the first issue of a licence 
shall apply as far as may be in relation to such renewal. 


35 


Licensing 
of refin 


8 . ( 1 ) Save as otherwise provided in this Act, no person shall 
carry on business as a refiner unless he holds a valid licence issued 
in this behalf by the Administrator , 


ers . 
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(2 ) A licence issued under sub - section ( 1) may contain such 
conditions and restrictions as the Administrator may think fit to 
impose and different conditions and restrictions may be imposed for 
different classes of refiners , 


5 


( 3 ) Every person who intends to carry on business as a refiner 
may, if he had a refinery in existence immediately before the 10th 
day of January , 1963, make to the Administrator an application in 
such form and on payment of such fee as may be prescribed , for the 
issue of a licence under sub - section ( 1) . 


IO ( ) A person to whom a licence to carry on business as a refiner 

is issued under sub - section (1 ) shall not carry on business as such 
refiner in the same premises in which he or any other person carries 
on business as a dealer or business as a money - lender or banker 

involving the hypothecation , pledge, mortgage or charge of any gold . 
15 (5 ) Notwithstanding anything contained in sub -section (1) , a 

refner who has made an application under sub -section (3 ) for the 
issue of a licence to carry on business, may carry on business as a 
refiner, pending the grant of a licence unless he is, by a notice in 

writing, informed by the Administrator that the application has been 
20 rejected : 


(0 ; No person shall establish any refinery unless he has obtained 
a valid licence from the Administrator on an application in accord 
ance with the foregoing provisions for the issue of a licence under 
this section . 


25 ( 7) On the receipt of an application for the issue of a licence 

under this section , the Administrator may , after making such in 
quiry , if any , as he may consider necessary , by order in writing 
either grant the licence or reject the application for the same: 

Provided that no application for the issue of a licence made by a 
30 refiner shall be granted unless the Administralor is satisfied having 
regard to 

(a ) the number of refineries existing in the area in which 
the applicant intends to carry on business as a refiner , 

( h ) the demand for primary gold in that area , 

( c ) the facilities existing in that area for the assay of gold 
by any method other than the touch -stone method , 

( d ) the turnover of the applicant during the year imme . 
alately before the 10th January, 1963 , or immediately before 
the date of the application for the issus of the licence , which 

ever is later , 
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(e ) the suitability or otherwise of the applicant, and 

(f) the public interest, 
that the licence applied for should be granted : 

Provided further that no application for the issue of a licence 
made by a refiner shall be rejected - unless the applicant has been s 
given a reasonable opportunity of showing cause against such re 
jection . 

(8 ) A licence gmnted under this section shall be valid for the 
period specified therein and may be renewed from time to time for 
such period and on payment of such fee as may be prescribed and 10 
the provisions of this section relating to the first issue of a licence 
shall apply as far as may be in relation to such renewal. 


Cancella - 9 . A licence granted under section 7 or section 8 shall be cancelled 
tion of by the Administrator if he is satisfied that any statements made in 

by the application for the issue of the licence or in relation to the 15 
Adminis 

licence are incorrect or false in material particulars or that the 
trator, 

holder of the licence has contravened any of the provisions of this 
Act : . 


Provided that no licence shall be cancelled unless reasonable 
opportunity has been given to the holder thereof to show cause why 20 
the licence shall not be cancelled . 


Cancella - 10. A dealer who ceases to be registered under any law with res 
tion of pect to sales tax or who discontinues his husiness in gold or a refiner 
licence 

who discontinues his busiress as such may make an application to 
on applica 
tion by 

the Administrator for cancellation of his licence as dealer or refiner , 25 . 
dealer or as the case may be, and thereupon the Administrator may cancel his 
renner. licence . 


Disposal 11. A dealer who , being rhquired by section 7 to make an appli 
of gold in cation for a licence , has failed to do so within the period specified 
the posses - 17 

therefor or whose application for the issue of a licence has been 30 
sion of 

rejected or whose licence has been cancelled or a refiner whose appll 
or refin - cation for the issue of a licence under section 8 has been rejected 
ers in or whose licence has hecn cancelled shall not, after the expiry of that 
certain 

period or after such rejection or cancellation , as the case may be , 
carry on his business and shall within thirty days from the date 35 
of such expiry , rejection or cancellation , sell or otherwise transfer 
to any dealer or refiner licensed under this Act the entire quantity of 
gold including ornaments , in his p . ssession on the date of such expiry , 
rejection or cancellation anii send intimation thereof to the Adminis 
trator . 


cages. 
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12 . Every dealer and every refiner who is licensed under this Display of 
Act shall display his licence at a conspicuous place of the premises licences. 
in which the business of such dealer is carried on or the premises in 
which the refinery is located. 


13 . (1 ) A dealer who is not required by sub -section ( 3 ) of sec - Certified 
lion 7 to make an applicat on for the issue of a licence under that goldsmiths, 
section and has not obtained any licence in pursuance of an applica 
tion made by him under sub -section (4 ) of that section and who 

does not employ hired labou . . actually making, manufacturing or 
to preparing any ornament and is not himself in the employment of 

another dealer inay , if he was carrying on business as a dealer for 
more than a year immediately before the 10th day of January , 1963, 

(a ) accept from any person , not being a refiner or a certified 
goldsmith or other dealer, any ornament or ornaments having 
gold of a purity exceeding fourteen carats for the purpose of 
making, manufacturing or preparing , and 

(b ) make, manufacture or prepare, 
new ornement or orzaments from that ornament or those ornaments 

so however that the puriiy and the total quantity of gold contained 
20 in such new ornament or ornaments do not exceed the purity and the 

total quantity of guld contained in the ornament or ornaments accept 


ed . 


(2 ) No such dealer shall accept any such ornament or ornaments 
for the purpose of inaking , manufacturing or preparing new orna 
25 ment or ornaments as aforesaid after such date as the Central Gov 

ernment may , by notification in the Official Gazette , specify , unless 
before that date he has obtained , on an application made in that 
behalf to the Administrator, a certificate recognising him as a gold 
smith in such form and on payment of such fee as may be pres 


30 cribed 


( 3) On receipt of an application under sub -section (2 ), the 
Administrator, may , after making such inquiry as to the antecedents 
of the applicant and the provision , if any, which has been made for 

the grant of assistance to the family of the applicant by Government 
as or any Government-sponsored agency and after considering the 

desirability or otherwise of increasing the number of persons making, 
manufacturing or preparing ornaments in the area in which the 
applicant was carrying on business , by order in writing either grant 
the certificate or reject the application for the same: 

Provided that no application for the grant of a certificate shall 
be rejected unless the applicant has been given a reasonable oppor 
tunity of showing cause against such rejection . 


40 
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(4 ) A certificate granted under this section shall be valid for the 
period specified therein and may be renewed from time to time for 
such period and on payment of such fee as may be prescribed and 
the provisions of this section relating to the first issue of a certifi 
cate shall apply as far as may be in relation to such renewal. 5 

(5 ) A certificato granted under this section may be cancelled by 
the Administrator 

(i) if the certified goldsmith is, at any time after the grant 
of the certificate to him , registered under any law with respect 
to sales tax , or 

10 
( ii ) on an application made to the Administrator for such 
cancellation by the certified goldsmith who ceases to work as a 
goldsmith , or 

( iii) if the Administrator is satisfied that any statements 
made in the application for the issue of the certificate or in 15 
relation to the certificate are incorrect or false in material parti 
culars or that the holder of the certificate has contravened any 
of the provisions of this Act: 

Provided that no certificate shall be cancelled under clause (i ) or 
clause (iii) , unless reasonable opportunity has been given to the 20 
holder thereof, to show cause why the certificate shall not be can 
celled 

(6 ) Every certified goldsmith shall have in his possession the 
certificate granted to him while he carries on business as such gold 
smith and shall produce it for inspection on demand by any officer 25 
authorised by the Administrator in this behalf. 

( 7 ) Notwithstanding anything contained in section 4 , a certified 
goldsmith may have in his possession , custody or control primary 
gold of a purity exceeding fourteen carats by melting or processing 
or converting any ornament which has been accepted by him under 30 
this section for making, manufacturing or preparing new ornament 
or ornaments: 

Provided that a certified goldsmith shall not have at any time 
in his possession , custody or control any quantity of such primary 
gold in excess of one hundred grammes obtained in the process of 35 
making, manufacturing or preparing new ornament or ornaments. 

14 . ( 1) No dealer who has not obtained a licence under section 7 
or a certificate under section 13 shall carry on business as a dealer 
unless he has been registered and possesses a certificate . 


Registra - 
tion and 
certifica 
tion of 
dealers 
not fall 
ing under 
section 7 

ion 
OT 13 . 


(2) Every such dealer shall make an application for the grant of 40 
a certificate within such time, in such form and on payment of such 
fee as may be prescribed . 
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(3 ) If the Administrator is satisfied that an application for regis . 
tration is in order, he shall , in accordance with such rules as may 
be prescribed , register the applicant and grant him & certificate of 

registration in the prescribed form : 
5 Provided that no application for the grant of a certificate of regte 
tration shall be rejected unless the applicant has been given a rea 
sonable opportunity of showing cause against such rejection . . 

(4 ) A certificate granted under this section shall be valid for the 
period specified therein and may be reriewed from time to time for 
10 such pe : iod and on payment of such fee as may be prescribed , and 

the provisions of this section relating to the first issue of a certificate 
shall apply as far as may be in relation to such renewal. 


(5 ) The provisions of sections 9 , 10 , 11 and 12 shall , as far as 
may be , apply to a dealer registered under this section as they apply 
15 to a dealer licensed under section 7. 


(6 ) Nothing in this section shall be deemed to prohibit any 
dealer who has been registered under this section from applying at 
any time for a licence under section 7 if he likes to do so and on his 

being licensed under section 7, the registration certificate issued to 
20 him under this section shall be cancelled . 


15 . ( 1 ) Notwithstanding anything contained in Chapter II and Spec!" 
the foregoing provisions of this Chapter , any public religious Institu - Pigeon 
tion such as a temple , mutt, church , mosque, gurudwara or any other p blic 
place of public religious worship , not being a dealer or refiner licensed 

enseu jostitutions 
25 under this Act, may receive gold in any form as offering . 
(2 ) Any such institution 

(a ) may retain the gold in the form in which it is received 
as offering so long as it is used exclusively for the purposes of the 
imtitution ; 

(6 ) shall not convert any gold in its possession into gold 
of a purity exceeding fourteen carats or make , manufacture or 
prepare ornament or any other article of gold of a purity exceed 
ing fourteen carats unless such institution has been authorised 
by the Administrator by general or special order subject to such 
conditions as may be laid down , to do so ; 

(c ) shall not sell or otherwise transfer gold in any form in 
its possession unless such gold has been converted into gold of a 

purity not exceeding fourteen carats and unless , in the case of 
gold other than ornament, the sale or transfer is to a dealer or 
40 rofiner licensed under this Aet ; 
702 . f I. XX 
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(d ) shall maintain such accounts and submit auch returns 
As to the quantity , description and other particulars of gold 
pogsessed , received , sold or otherwise transferred by it, as may 
bo prescribed . 


( 3 ) The person in charge of the nianagement of any such institu - 5 
tion shall be responsible for anything done or omitted to be done 
under this soction . 


CHAPTER IV 


DACLARATION OF GOLD 


و 


من 


Declara - 16 . ( 1 ) If any person who has made a declaration as to gold 10 
to us to other than ornaments owned by him under Part XII A of the Defence 
Doordion of India Rules , 1962, acquires by succession , intestate or testamentary , 
other than 

or in accordance with a permit granted by the Administrator , or 
parts with , after such declaration any quantity of gold , not being 
ornament, he shall, as often as he acquires or parts with any quantity 15 
of gold , make within thirty days from the date of such acquisition 
or parting with , a further declaration to the Administrator in the 
prescribed form stating the quantity , description and other prescrib 
ed particulars of such gold acquired or parted with by him and 
giving the prescribed particulars of the person from whom such gold 20 
was acquired or in whose favour such gold was parted with , as the 
case may be . 

(2 ) If any person who did not own any gold , not being ornament, 
at any time during the period commencing on the 10th January , 
1963, and ending with the 9th February, 1963 , acquires, after the 25 
expiry of that period by succession , intestatę or testamentary , or in 
aecordance with a permit granted by the Administrator any quantity 
of gold , not being ornament, he shall , within thirty days from the 
date of such acquisition , make a declaration to the Administrator in 
the prescribed form stating the quantity, description and other preg- 30 
cribed particulars of such gold owned by him on the date of such 
declaration 

( 3 ) If any person who has made a declaration under sub -section 
(2 ) acquires by succession , intestate or testamentary , or in accord 
ance with a permit granted by the Administrator , or parts with , any 35 
quantity of gold , not being ornament, he shall , as often as he acquires 
or parts with any quantity of gold , make within thirty days from 
the date of such acquisition or parting with a further declaration to 
the Administrator in the prescribed form stating the quantity , deg 
cription and other prescribed particulars of such gold acquired or 10 
parted with by him and giving the prescribed particulars of the 
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person from whom such gold was acquired or in whose favour auch 
gold was parted with , as the ease may be . 

(4 ) For the removal of doubt, it is hereby declared that a deo 
laration referred to in this section and section 17 shall be made 

(a ) in the case of gold belonging to a minor or a lunatic, by 
the guardian or manager of such minor or lunatic, as the case 
may be ; 

(b ) in the case of gold belonging to an idol or a deity , by 

the manager of such idol or deity , whether known as shebatt 
10 or manager or by any other name; 

(c ) in the case of gold belonging to a person whose proper 
ties are under the management of a Court of Wards, by the 
manager of such Court; 

( d ) in the case of gold belonging to a person whose proper 
IS ties are under the management of any administrator or receiver , 

by such administrator or receiver; 

(e ) in the case of gold vested in an executor of an adminis 
trator of a will or other testamentary disposition , by such execu 

tor or administrator ; 
20 

(f) in the case of gold belonging to the members of a Arma , 
by any partner of such firm ; 

( g ) in the case of gold belonging to an undivided Hindu 
family , by the head or karta of such family ; 

(h ) in the case of gold which is the subject matter of any 
25 public or private trust, by a trustee of such trust ; 

( ) in the case of gold belonging to a company incorporated 
outside India , by any person in charge of the management of 
such company in India ; 

(1) in the case of gold belonging to a temple , mutt, church , 
mosque or any other religious institution by the person in charge 
of the management of such temple , mutt, church , mosque or 
other religious Institution ; 

(k ) in the case of gold which is wakt proparty , by the 
mutawalli of such wakf ; 

(l) in the case of gold belonging to any society, club or 
other association , by the secretary or manager of such soctoty , 
club or other association . 


30 


(5 ) No person who is required to make a declaration as to gold 
other than ornament owned by him under the Defence of India Rule 
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1962, or this section or exclupted from makdag such declaration undet 
the said Rules or sub -section (6 ) of this section shall , After the com 
mencement of this Act, acquire any gold other than ornament 
except 

(a ) by succession , intestate or testamentary , ur 

(b ) in accordance with a permit granted by the Adminis 
trator in this behalf. 

(6 ) No declaration or further declaration shall be required to 
be made under the foregoing provisions of this section in respect of 

( a ) any gold , whether contained in one or more pieces , jo 
owned by a minor unless the weight of such gold exoceds twenty 
gramines ; 

( ) any gold , whether contained in one or more plecu , 
owned by an individual other than a minor unless the weight of 
such gold exceeds fifty grammes ; 

(c) any gold , whether contained in one or more pieces , refer 
red to in clauses (b ) to (l) of sub -section (4 ) , unless the weight 
of such gold exceeds Afty grammes. 

(7 ) Any person in possession or control of any gold , not being 
ornament, shall be presumed , until the contrary to proved , to be the z . 
owner thereof. 


15 


of Orna . 


Delare 

17. ( 1) Where the Central Government is of the opinion that it 
tion y to is necessary so to do for carrying out the purposes of this Act, that 
poucosion Government may at any time, by general or special order, require 

that any person or class of persons owning ornaments shall , within 25 
ment , 

such period as may be specified in the said order , make a declaration 
to the Administrator in the prescribed form as to the quantity , des 
cription and other prescribed particulars of the ornaments owned 
by such person or each person in that class : 

Provided that it shall not be necessary to make any such decla - 30 
ration where the quantity or value of the ornaments owned by a 
person does not exceed such limit as may be specified in the said 
order by the Central Government. 


Explanation . For the purposes of this section , any person in pos 
session of control of any ornament shall be presumed , until the 35 
contrary is proved , to be the owner thereof. 

( 2 ) If any person who has made a declaration under sub 
section ( 1) acquires or parts with any ornament after such declara 
tion , he shall, as often as he acquires or parts with any ornament , 
mako within thirty days from the date of such acquisition or parting 40 
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with a further declaration to the Administrator in the prescribed 
form stating the quantity , description and other prescribed partlou 
lars of such ornament acquired or parted with by him and giving 

the prescribed particulars of the person from whom such ornament 
$ was acquired or in whose favour such ornament was parted with , 
as the case may be . 

(3 ) If any person who , at any time during the period within 
which the declaration referred to in sub -section ( 1) is to be made, 

does not own any ornament, or owns ornaments not exceeding in 
10 quantity or value such limit as may be specified by the Central 

Government under sub -section ( 1) , acquires thereafter any orna 
ment or ornaments so as to exceed such limit, he shall, within thirty 
days from the date the limit is exceeded , make a declaration to the 

Administrator in the prescribed form stating the quantity , descrip 
Is tion and other prescribed particulars of such ornament or ornaments 
owned by him on the date of such declaration . 

(4 ) If any person who has made a declaration undor sub 
section ( 3) acquires or parts with any quantity of ornaments , he 

shall , as often as he acquires or parts with any quantity of orne 
20 ments, make , within thirty days from the date of such acquisition 

or parting with , a further declaration to the Administrator as pro 
vided in sub - section (2 ) . 


CHAPTER V 


ADMINISTRATOR 


30 


29 18 , ( 1 ) The Cen * ral Government shall, by notification in the Appoint 
Official Gazette , appoint an Administrator for carrying out the pur 

mentano 

functions 
poses of this Act, 

of Admin 

istrator. 
(2 ) The Administrator shall discharge his functions subject to 
the general control and directions of the Central Government. 

(3 ) The Administrator may by general or special order authorise 
such person ( including any officer or authority subordinate to a State 
Government) as he thinks it to exercise all or any of the powers exer 
cisable by him under this Act and different persons may be autho 
rised to exercise different powers: 

Provided that no officer below the rank of Collector of Customs 
or Central Excise or Collector of a district shall be authorised to 
hear appeals under sub -section (2 ) of section 30. 

( 4 ) Subject to any general or special direction given or condition 
attached by the Administrator , any person authorised by the Admin 
40 istrator to exercise any powers may exercise those powers in the 
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same manner and with the same effect as if they had been conferred 
on that person directly by this Act and not by way of authorisation , 


CHAPTER VI 


RETURNS AND ACCOUNTS 


Returns 
na to 
gold 


18 . Dealers ( including certified goldsmiths ) and refiners , shall 5 
furnish to the Administrator such returns as to the quantity, descrip 
tion and other prescribed particulars of gold in their possession or 
under their control in such form and within such time as may be 
prescribed , and different returns may be prescribed for different 
classes of dealers or refiners . 


ΙΟ 


Menoun : 


20 . (1 ) Dealers (including certified goldsmiths) and refinery shall 
keep such accounts and in such form and manner as may be prescrib 
ed of the gold held , bought or sold or otherwise received or disposed 
of by them , in respect of each transaction and different accounts may 
be prescribed for different classes of dealers or refiners. 

15 
( 2) Every such dealer, certified goldsmith and refiner shall , if so 
required by the Administrator ,-- 

(a ) produce before the Administrator any account, register 
or other document, and 

(b ) furnish to the Administrator any information relating 20 
to the quantity of gold in his possession or under his control or 
to the purchase, sale or delivery of gold by him . 

(3 ) All accounts , registers and other documents, relating to any 
quantity of gold or to the purchase , sale or delivery thereof and any 
gold in the possession or under the control of the dealer , refiner or 25 
certified goldsmith , wherever kept, shall be open to inspection by 
any person authorised by the Administrator in this behalf . 


CHAPTER VII 


MISCELLANEOUS PROVISIONS 
Power of 21. ( 1) The Administrator may , if he thinks At, issue directions 10 
Adminis - or orders, not inconsistent with this Act, for carrying out the pur 
trator to 

poses of this Act. 
fosue 
directions (2) The Administrator, so far as it appears to him to be neces 
and orders . 

sary or expedient for securing the equitable distribution and availa 
bility at fair prices of gold and ornaments, may by order published 3.5 
in the Official Gazette 

(a ) regulate the prices at which any gold or ornament may 
be bought or sold by any dealer or refiner and 
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(b ) regulate by licences, permits or otherwise, the distribu 
tion , transport , disposal, acquisition , possession , use or consump 
tion of gold by dealers or refiners or other perzons. 


22. Any person authorised by the Administrator by general or persons 
5 special order, or holding a permit issued by the Administrator , for permitted 
buying or otherwise acquiring gold shall observe such conditions , 

gold to 
be subject to such restrictions and furnish such accounts or returne , 

observo 
or both , to the Adminstrator as may be prescribed . 

condition 


on 


23. No person , 

Prohibi 

Hon of 
( a ) being the owner , lessor or landlord of any premises or om of 
the agent of such owner , lessor or landlord , shall let the samo buildinga 
or any part thereof with the knowledge that the same or part for carry * 
thereof is intended to be used as a refinery or wilfully allow 1 

unlicensed 
any person to use such premises or any part thereof as a refinery 
unless the refiner has been licensed under this Act; or 

( b ) being the tenant, lessee or occupier or any person in 
charge of any premises , shall use or allow any person to use 
such premises or any part thereof as a refinery unless the refinar 
has been licensed under this Act. 


y . 


24 . Where the business of a dealer licensed or registered under Transfer 
this Act or a refinery is transferred by sale, gift, bequest or otherwise 

mission of 
or is transmitted by inheritance or is transferred by way of lease, 

busino48 . 
the transferee , heir or lessee shall not carry on such business or run 

the refinery either in his own name or in some other name unless 
25 the transferee , heir or lessee has, before the expiry of thirty days 

after the date of such transfer or transmission , made to the Adminis 
trator an application for the issue of a licence or certificate of regis 
tration in accordance with the provisions of section 7 or section 8 or 

section 14 : 
30 Provided that nothing in this section shall be deemed to prohibit 

the transferee , heir or lessee from carrying on business as a dealer 
or refiner for the period within which he is required to apply for 
such licence or registration and if he has applied for such licence 

or registration , until he is granted the licence or certificate of regis 
35 tration or is , by a notice in writing, informed by the Administrator 

that such licence or certificate cannot be granted to him . 


25 . ( 1) All particulars contained in any return or declaration Socracy 
made or accounts, registers or other documents produced in accord - und 

ance with this Act shall , save as otherwise provided in sub -section 40€ 
40 (4 ) , be treated as confidential, and notwithstanding anything con - . 

tained in the Indian Evidence Act, 1872, no court shall be entitled 


1 of 1872. 
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to require the Administrator or any person authorised by the Admin 
istrator under this Act or any officer or other employee of the Gov 
ernment to produce before it any such return , declaration , accounts , 
registers or other documents or any part thereof or to give evidene . 
before it in respect thereof. 


( 2) Any person authorised by the Administrator under this Act 
and any other person discharging any functions in the implementar 
tion of the provisions of this Act shall not divulge any information 
relating to any particulars contained in any return or declaration 
made to , or any accounts, registers or other documents produced 10 
before , or inspected by, the Administrator or any such person . 


(3 ) The Administrator or any gazetted officer authorised by him 
in this behalf may request any officer of Government to furnish any 
Information relating to any particulars contained in any return or 
declaration made to , or any accounts, registers or other documents 15 
produced before or inspected by such officer of Government under 
the provisions of any law if, in the opinion of the Administrator or 
the gazetted officer aforesaid , such information is necessary for the 
implementation of the provisions of this Act ; and when such request 
is made, the officer of Government shall comply with such request 20 
notwithstanding the provisions of any such law forbidding the fur 
nishing of such information . 


(4 ) Nothing in this section shall apply to and in relation to the 
disclosure of any of the particulars referred to in sub -section ( 1) or 
sub - section ( 2 ) - 


25 


(a ) for the purposes of any prosecution for any offence , or 


( b ) to any officer or other employee of Government where 
it is necessary to make such disclosure to such officer or other 
employee for the purposes of this Act or of any other law . 


26. (1 ) Any person authorised by the Administrator in this 30 
behall my 


Power to 
anter , 
search and 
seizo , to 
obtain 
informa 
tion and 
to take 
samples . 


(a ) enter and search the establishment of a dealer or any 
refinery ; 

(b ) seize any gold in respect of which he suspects that any 
provision of this Act has been , or is being, or is about to be , 35 
contravened , along with the package , covering or receptacle, it 
any, in which such gold is found ; 

( c ) seize any books of account, return or any other docti 
ment relating to any slieh gold . 
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(2 ) Any person authorised by the Central Government in this 
behalf may 

( a ) enter and search any premises, not being a refinery or 
establishment referred to in sub - section ( 1 ) , vaults , lockers or 
any other place whether above or below ground ; 

(6 ) seize any gold in respect of which he suspects that any 
provision of this Act has been , or is being , or is about to be 
contravened , along with the package, covering or receptacle , if 
any , in which such gold is found ; 

(c ) seize any books of account, return or any other docu 
ment relating to any such gold . 


IO 


( 3) Any officer authorised by the Administrator in this behalt 
may search any person if that officer has reason to believe that such 
person has secreted about his person 

( a ) any gold in respect of which such officer suspects that 
any provision of this Act has been , or is being, or is about to be, 
contravened , 

(b ) any document relating to such gold . 


15 


(4 ) When any such officer as aforesaid is about to search the 
20 person referred to in suh - section ( 3 ) , he shall, if such person so 

requires , take such person to the nearest gazetted officer authorised 
by the Administrator or to the negrest magistrate. 


(5 ) Any officer authorised by the Administrator in this behalf 
may , if he suspects that any person has contravened , or is contraven 
25 Ing or is about to contravene any provision of this Act, detain such 

person and take him to a gazetted officer authorised by the Admin 
istrator or to a magistrate for a search of his person 


(6 ) A gazetted officer or magistrate before whom any person is 
hrought shall, if he sees no reasonable ground for search , forthwith 
30 discharge the person but otherwise shall direct that search be made . 


35 


( 7 ) No female shall be searched by any one excepting a female. 

( 8 ) Any officer authorised by the Administrator in this behalf 
may , if he has reason to helleve that any person has contravened , or 
is contravening or is about to contravene, any provision of this Act, 
arrest such person and shall as soon as possible inform him of the 
grounds for such arrest and shall take such arrested person to the 
nearest magistrate within a period of twenty -four hours of such 
arrest excluding the time necessary for the journey from the place 
of arrest to the court of the magistrate and no such person sholl be 
702 G , of I. Ex . - 10. 
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detained in custody beyond the said period without the authority 
of a magistrate. 


(9 ) Any officer who has arrested any person under this section 
shall, for the purpose of releasing such person on bail or otherwise , 
have the same powers and be subject to the same provisions as the 5 
officer- in -charge of a police station has and is subjected to under 
the Code of Criminal Procedure , 1898 . 


of 1800 


(10 ) Any officer authorised by the Administrator in this behalf 
may , if he has reason to believe that any aircraft , vehicle or animal 
or any vessel is being, or is about to be , used for carrying any gold 10 
in respect of which he suspects that any provision of this Act has 
been , or is being, or is about to be , contravened , at any time stop 
any such , vehicle, animal or vessel or, in the case of an aircraft , 
compel it to land , and 

( a ) rummage and search any part of the aircraft , vehicle or 15 
vessel; 

(b ) examine and search any goods in the aircraft, vehicle , 
vessel or on the animal; 

(c) seize any such gold as is referred to above and any 
books of account or other document relating to such gold ; 

(d ) break open the lock of any door or package for exercis 
ing the powers conferred by clauses (a ) , (b ) and (c ) , if keys are 
withheld ; 

(e ) if it becomes necessary to stop any such aircraft , vehicle 
or animal or vessel , hemay use all lawful means for stopping it , 25 
and where such means fail, the aircraft, vehicle, vessel or animal 
may be fred upon . 


20 


( 11) The provisions of the Code of Criminal Procedure , 1898 , 6 of 1898 . 
relating to search and seizure shall , so far as they are applicable , 
apply in relation to search and seizure made under this section . 30 


( 12 ) The Administrator shall have power 


(a ) to take samples of gold from any dealer, refiner or 
other person in such manner as may be prescribed ; 


( b ) to send such sample for assay or analysis to such au 
thority as may be prescribed and to require such authority to 35 
send a report to the Administrator as a result of the assay or 
analysis. 
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27 . (1 ) Any gazetted officer authorised by the Administrator Powe 
in this behalf may hold an inquiry for the purpose of ascertaining hold in 
whether any contravention of any of the provisions of this Act has quiry and 

been , is being, or is about to be, committed and shall for the pur - to call 
s poses of such inquiry have power to summon any person whose 

for intor 

meton 
attendance he considers necessary either to give evidence or to pro 
duce any document or other thing. 


(2 ) The Administrator may call for information from any person 
for the purpose of ascertaining whether or not there has been any 
so contravention of any of the provisions of this Act . 


28 . ( 1) The following conveyances shall be liable to seizure and 

a Condaca 

tion of 
confiscation : 

convey . 


: 


IS 


(a ) any vessel which is or has been within the Indian waters, 
any aircraft which is or has been in India or any vehicle which 
is or has been in any area in India , while constructed , adapted , 
altered or Atted in any manner for the purpose of concealing 
gold ; 


(b ) any conveyance from which the whole or any part of 
gold is thrown over -board , staved or destroyed wo as to prevent 
seizure by any officer authorised by the Administrator ; 


(c ) any conveyance which having been required to stop or 
land under sub - section ( 10 ) of section 26 fails to do so , except for 
good and sufficient cause ; 


25 


( d ) any conveyance from which any gold cleared for ex 
portation is unloaded without the permission of the officer au 
thorised by the Administrator in this behalf; 


(e ) any conveyance carrying imported gold which has en 
tered India and is afterwards found with the whole or sub 
stantial portion of such gold missing , unless the master of the 
vessel or aircraft is able to account for the loss of, or deficiency 
in , the gold . 


30 


(2) Any conveyance or animal used as a means of transport or 
in the carriage of any gold in respect of which any provision of this 

Act has been , or is being or is about to be , contravened , shall be 
35 liable to seizure and confiscation , unless the owner of the conveyan 

ce or animal proves that it was so used without the knowledge of 
connivance of the owner himself, his agent, if any , and the person in 
oharge of the conveyance or animal and that each of them had taken 
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all such precautions against such use as are for the time being speci 
fied in the rules inade in this benalf by the Cential Government: 

Provided that where any such conveyance or animal is used for 
the carriage of gouds or passengers for hire, the owner of the con 
veyance or animal shall be given an option to pay in lieu of confis- 5 
cation of the conveyance or aninial, a fine not exceeding the value 

of the gold which was sought to be so conveyed or carried . 
Confisca - 29 . ( 1) Any gold seized under section 26 together with the 
Hon of 

package, covering or receptacle , if any , in which such gold is found 
gold sets - 
shall be liable to confiscation . 

10 
Impooltion ( 2 ) Any person who in relation to any gold does or omits to do 

Lt )". any act which act or omission would render such gold liable to 

confiscation under sub - section ( 1) , or abets the doing 
or omission of such an act shall be liable , in addition to any 
Liability for punishment under this Act, to a penalty not exceeding 15 
five times the value of the gold or one thousand rupees, whichever 

is more . 
Adjudica 30 . ( 1 ) The confiscation and fine or penalty under section 28 , 
tion , 

section 29 , proviso to sub -section ( 3 ) of section 31 or sub -section 
appen 

(7 ) of this section or under any rule made under this Act may be 20 
and 
revisioth adjudged 

( a ) withoui limit, by an officer not below the rank of 
Collector of Customs or Central Excise ; 

( b ) where the value of conveyance or gold or both together 
with the package , covering or receptacle , if any, in which such 25 
gold is found, liable to confiscation does not exceed ten thousand 
rupees, or where the fine or penalty proposed to be imposed does 
not exceed two thousand rupees , by an officer not below the 
rank of Assistant Collector of Customs or Central Excise or by 
any other officer of the Central Government or a State Govern - 30 
ment authorised by the Central Government in this behalf . 
( 2 ) An appeal shall lie to the Administratora 

(a ) from every adjudication of confiscation of penalty 
under sub - section (1 ) , 

(b ) from any other decision or order passed by an officer 35 
not above the rank of Collector of Customs or Central Excise , 
within a period of three months from the date of the communication 
of the order or decision : 

Provided that where the decision or order appealed against re 
lates to any penalty levied under this Act, any person desirous oi 40 
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appealing against such decision or order shall , pending the appeal, 
deposit the penalty levied : 

Provided further that where in any particular case, the Admi 
nistrator is of opinion that the deposit of penalty levied will cause 
S undue hardship to the appellant, he may in his discretion dispense 
with such deposit , either unconditionally or subject to such condi 
tions as he may deem fit. 

(3 ) Every person adjudicating under this section and the Admi 
nistrator hearing any appeal under sub -section (2 ) shall have all 
10 the powers of a civil court under the Code of Civil Procedure , 1908 , 
while trying a suit in respect of the following matters , namely : 

( a ) summoning and enforcing the attendance of witnesses ; 

(b ) requiring the discovery and production of any docu 
ment; 
15 

( c ) requisitioning any public record or copy thereof from 
any court or office ; 

(d ) receiving evidence on affidavits ; and 

( e ) issuing commissions for the examination of witnesses 

or documents . 
20 (4 ) Every person adjudicating under this section and the Ad 

ministrator hearing any appeal shall be deemed to be a civil court 
for the purposes of sections 480 and 482 of the Code of Criminal Pro 
cedure, 1898 . 

(5 ) The Central Government may , of its own motion or on appli 
25 cation made by any person aggrieved by an appellate order of the 

Administrator under sub -section (2 ) within six months from the 
date of communication of such order, call for and examine the re 
cord of any proceeding in which the Administrator has passed an 

order on appeal for the purpose of satisfying itself as to the legality 
30 or propriety of any such order and may pass such order thereon as 
the Central Government thinks fit . 
(6 ) Notwithstanding anything contained in any other law 

(a ) any order passed by the Central Government in revision , 

(b ) subject to such order of the Government, any order 
35 passed in appeal by the Administrator, and 

(c) subject to the final order of the Central Government 
In revision and the appellate order of the Administrator, any 
order of adjudication of confiscation or penalty , or any other 

decision or order referred to in clause (h ) of sub -section (2 ) , 
shall be final and shall not be called in question in any court . 


s of 1898 
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(7 ) Whenever confiscation of any gold or conveyance or animal 
is authorised by this Act, the oicer adjudging it may give to the 
owner thereof an option to pay in lieu of confiscation such fine as 
the said officer thinks fil. 


(8 ) For the removal of doubt it is hereby declared that the pay - 5 
ment of fine in lieu of confiscation under sub - section ( 7 ) shall not 
prevent the infliction of any punishment to which the person affect 
ed is liable under the provisions of this Act . 


Penalties , 


31. ( 1) Whoever fails or omits to make any return as required 
by section 15 or 19 or any declaration including a further declara - 10 
tion as required by section 16 or 17 without any reasonable cause , 
or makes any statement in such return or declaration which is false 
and which he either knows or believes to be false or does not be 
lieve to be true, shall be punishable with imprisonment for a term 
which may extend to one year or with fine or with both . 


(2 ) Whoever,-- 


ag 


(2) refines , processes, melts , converts , deals or makes, manu 
factures or prepares any article of gold in contravention of any 
provision of this Act, 

( 27 ) has in his possession or under his control any quantity 20 
of gold in contravention of any provision of this Act, 

( iii) sells or otherwise transfers or agrees to sell or trans 
fer, or exposes or offers for sale or transfer , or dellvers or other 
wise parts with , any gold in contravention of any provision of 
this Act , 

(10 ) buys, or otherwise acquires, or accepts gold in contra 
vention of any provision of this Act, 

( v ) allows any person to use any premises or any part 
thereof as a refinery in contravention of any provision of this 
Act, 

30 
(vi) makes, manufactures or prepares, or places any order 
for the making, or the manufacture or preparation of, sells or 
otherwise transfers or agrees to sell or transfer , or exposes or 
offers for sale or transfer any ornament or any primary gold 
in contravention of section 3 or section 4 or any other provision 35 
of this Act, 

( vii) possesses, delivers , sells or otherwise transfers any 
gold in contravention of the provisions of section 5 or section & 


Sec . 2 ) 


THE GAZETTE OF INDIA EXTRAORDINARY 


851 


( viit) carries on business as a dealer, refiner , banker or 
money - lender in contravention of the provisions of section 6 , 7, 
8 or 14 , 


Yo 


(1.x ) carries on business as a certified goldsinith in contr. 
vention of the provisions of section 13, 

(x ) falsely stamps any primary gold with the intention of 
causing it to be believed that such primary gold contains gold 
of such purity as is mentioned in such stamp or sells or other 
wise transfers , or agrees to sell or otherwise transfer or ex 
poses or offers for sale or transfer any such falsely stamped 
primary gold , 

(xi) makes or counterfeits any stamp intending that iho 
same shall be used for the purpose of stamping any primary 

gold , knowing the same to be counterfeit, or uses any such 
15 

counterfeit stamp, 
shall be punishable with imprisonment for a term of not less than 
six months and not more than two years and also with fine. 

( 3) Whoever contravenes any other provision of this Act for 
which no punishment is provided in tho foregoing provisions of this 
20 section shall be punishable with imprisonment for a term which 
may extend to one month or with fine np with both : 
Provided that , 

(t) whoever fails or omits to keep or to produce any account 
or other document or to furnish ony information when required 
to do 80 under any provision of this Act ; 

(ll ) whoever fails or omits to display any licence as required 
by section 12, 
shall be liable to a penalty not exceeding five hundred rupees . 


(4 ) Notwithstanding anything contained in the Code of Criminal 
5 of 1898. 20 Procedure, 1898 , an offence under this section shall be tried sum 

marily hy a magistrate. 


32 . (1 ) Where an offence under this Act has been committed by Offences 
a company, every person who at the time the offence was committed by com 

in panies 
was in charge of, and was responsible to , the company for the con 
35 duct of the business nf the company as well as the company, shall 

be deemed to be guilty of the offence and shall be liable to he pro 
ceeded against and punished accordingly : 

Provided that nothing container in this sub - section shall ranter 
Any such persom Jiahle to any punishment, if he proves that the 
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offence was committed without his knowledge or that he exercised 
all due diligence to prevent the commission of such offence . 

( 2 ) Notwithstanding anything contained in sub -section (1 ) , 
where any offence under this Act has been committed by a company 
and it is proved that the offence has been committed with the 3 
consent or connivance of, or is attributable to , any neglect on the 
part of, any director, manager, secretary or other officer of the com 
pany, such director , manager , secretary or other officer shall be 
deemed to be guilty of that offence and shall be liable to be pro 
ceeded against and punished accordingly . 

IO 
Explanation -- For the purposes of this section 

(a ) " company " means any body corporate and includes a 
firm or other association of individuals ; and 

( 6 ) " director " in relation to a firm , means a partner in the 
firm . 

15 
Limitation 33. No prosecution for any offence punishable under this Act 
of prose 

shall be instituted against any person except by , or with the consent 
cutions, 

of, the Administrator or any person authorised by the Administra 

tor in this behalf. 
Protection 34 . ( 1 ) No suit, prosecution or other legal proceedings shall lie 20 
of action against the Central Government or the Administrator or any person , 
taken in authorised by the Central Government or the Administrator , or per 
good faith . 

forming any furictions in the implementation of the provisions of this 
Art, for anything which is in good faith done or intended to be done 
in pursuance of any of the provisions of this Act or any rule or order 25 
made thereunder. 

( 2 ) No cuit or other legal proceedings shall lie against the Cen 
tral Government or the Administrator or any person , authorised by 
the Central Government or the Administrator, or performing any 
functions in the implementation of the provisions of this Act, for 30 
any damage caused or likely to he caused by anything which is in 
food faith done or intended to be done in pursuance of any of the 

provisions of this Art or any rule or order made thereunder. 
Adminis - 35. ( 1) The Administrator and any person authorised by him or 
trator , 

the Central Government, and performing any functions in the imple - 35 
etc., to be 
public mentation of this Act shall be deemed to be public servants within 

45 of 1880 . 
servants the meaning of section 21 of the Indian Penal Code. 
and appli 
cation of ( 2) The provisions of sections 11, 15 and 23 of the Central E . 
certain cises and Salt Act, 1944, relating to 

1 of 1944 , 
provisions 
of Central 

(1) recovery of any sum pavable to the Government, or 40 
Excises 

(ii) rendering of assistance hy any officer of Police or Cus 
Aet. 

toms or Revenue, and 


and Salt 
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( iii) failure of any Central Excise Officer, on duty , 
respectively , shall , as far as may be, apply in regard to like matters 
under the provisions of this Act, 

36 . Where on the recommendation of the Administrator or other - Power to 
$ wise the Central Government is of tlie opinion that it is necessary exempt, 

or expedient in the public interest so to do , it may , by order and sub 
ject to such conditions, if any, as it may specify in the order 

(a ) exempt any dealer or any refiner or any other person 
from the operation of all or any of the provisions of this Act ; and 

(b ) as often as may be , revoke any such order and again 
subject, by order any dealer or any refiner or any other person 
to the operation of such provisions , 


20 


37. The provisions of this Act or any rules or orders made there- Effect of 
under shall have effect notwithstanding anything inconsistent there - Act and 
16 with contained in any enactment other than this Act or in any ins- rules, etc ., 
trument having effect by virtue of any enactm - nt other than this 

tent with 
Act . 

other 
enact 

ments. 
38 . Nothing in this Act shall apply to or in relation to 

Act not 

to apply 
(a ) any gold belonging to , or in the possession or under the to Gov . 
control of the Government, 

ernment. 
(b ) any refinery owned or occupied , or any business of a 
dealer carried on , by the Government. 

39. The Central Government may perform all or any of the func - Govern 
tions of the Administrator and may , by notification in the Oficial mentmay 
25 Gazette , exercise all or any of the powers conferred by this Act on 

functions 
the Administrator , if that Government is of the opinion that it is 

and exer 
necessary or expedient in the public interest so to do. 

cise 
powers 
of the 
Adminle 

trator 
40 . If in any territory there is no law with respect to the sales tax Licensing 
in force, then , every dealer carrying on his business as such dealer of dealers 
30 in that territory , whose annual turnover is not less than ten thou 

without 
sand rupees , shall be required to be licensed in accordance with the sales tot 
provisions of this Act as if he were a dealer registered under law law . 
with respect to sales tax and accordingly all the provisions of this 

Act shall apply to such registered dealer . 
709 G . of I. Ex .- 11 . 


ees 
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Presump 
tion as to 
orders, 


41. Where an order purports to have been signed by any person 
authorised by the Administrator in this behalf in exercise of any 
power conferred by or under any provision of this Act, a court shall 
presume, within the meaning of the Indian Evidence Act, 1872 , that 
such order was so made by that person . 


I of 1872 , 


Power to 
make 
Tulos . 


42 . ( 1 ) The Central Government may , by notification in the 
Official Gazette, make rules to carry out the purposes of this Act. 


( 2 ) In particular, and without prejudice to the generality of the 
foregoing power , such rules may provide for 


(a ) the additional particulars to be stamped on each piece 10 
of primary gold ; 

(6 ) the conditions subject to which a pawnee may sell gold 
pledged with him ; 

(c ) the forms of applications for the grant or renewal of 
licences , permits and certificates under this Act and the fees is 
payable in respect of such applications; 

(d ) the forms of such licences, permits and certificates ; 
( e ) the procedure for registration of a dealer under section 


14 ; 


(f) the accounts to be maintained and the returns to be 20 
submitted by public religious institutions under section 15 ; 

(g ) the forms of declarations under sections 16 and 17 and 
the particulars regarding gold or persons from whom or in 
whose favour it was acquired or parted with , as the case may be ; 

(h ) the forms in which , and the period within which , re- 25 
turns as to gold shall be submitted by dealers and refiners under 
section 19 ; 

(i) the forms in which accounts shall be kept by dealers 
and refiners under section 20 and the manner of keeping such 
accounts ; 

30 
(j) the conditions and restrictions subject to which persons 
may be permitted to buy gold and the accounts and returns to 
be furnished by such persons ; 

(k ) the precautions to be taken against the use of any con 
veyance or animal as a means of transport or in the carriage of a 
gold in contravention of the provisions of this Act; 
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(1) the fees payable in respect of appeals and applications 
for revision under this Act ; 


( m ) the manner of publication of notices and orders under 
this Act ; 


(n ) any other matter which has to be or may be prescribed . 
(3 ) In making rules under this section , the Central Government 
may provide that any person committing any breach of any rule 
shall, where no other penalty is provided by this Act, be liable to a 
penalty not exceeding two thousand rupees. 


10 (4 ) Every rule made by the Central Government under this 

section shall be laid as soon as may be after it is made, before each 
House of Parliament while it is in session for a total period of thirty 
days which may be comprised in one session or in two or more suc 

cessive sessions, and if, before the expiry of the session in which it 
15 is so laid or the successive sessions aforesaid , both Houses agree in 

making any modification in the rule or both Houses agree that the 
rule should not be made, the rule shall thereafter have effect only 
in such modified form or be of no effect, as the case may be ; so how 

ever that any such modification or annulment shall be without pre 
20 judice to the validity of anything previously done under that rule. 


43. (1) As from the commencement of this Act, the provisions of Ropeal 

Part XIIA of the Defence of India Rules, 1962, shall stand repealed and BAT 
10 of 1897 . and upon such repeal, section 6 of the General Clauses Act, 1897 , inge. 

shall apply as if the said Part were a Central Act. 

( 2 ) Notwithstanding such repeal, but without prejudice to the 
10 of 1807. application of section 6 of the General Clauses Act , 1897, anything 

done or any action taken ( including any application made to , or any 
order made or licence issued by, the Gold Board , Administrator or 

other competent authority ) under or in pursuance of the provisions 
30 of Part XIIA of the Defence of India Rules, 1962, shall , so far as it is 

not inconsistent with the provisions of this Act , be deemed to have 
been done or taken under the corresponding provision of this Act. 
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STATEMENT OF OBJECTS AND REASONS 


The Gold Control Rules were promulgated on the 10th January , 
1963, as Part XIIA of the Defence of India Rules. These rules regu 
late the manufacture of ornaments and other articles of gold , the 
activities of refiners and dealers, require owners of non -ornament 
gold to inake declarations regarding gold possessed by them and place 
certain restrictions on the transfer of gold . In the economic and 
financial interes s of the community , it is necessary that the provi 
sions relating to control of gold should be placed on a permanent foot 
ing by an Act of Parliament 


2. In order to achieve the objective of gold control, it is essential 
to strengthen the scheme in certain respects . While declarations 
were required from individuals possessing gold (other than orna 
ments), in excess of 50 grammes, there was no provision for calling 
for any declarations in respect of ornaments held by them . Accord 
ingly , provision has been made for conferring on Government the 
power to call for declarations, by general or special order , from any 
person or class of persons, in respect of holdings of ornaments in 
excess of limi s that may be specified , 


made 
forceneral 
holdings 


3. At present, only dealers in gold , who are registered under any 
law with respect to sales tax , are required to be licensed . For the 
other dealers, licensing is optional. The goldsmiths who are working 
on their own are , however , required to obtain certificates to enable 
them to remake ornaments of over 14 carat purity . It is considered 
necessary that all categories and types of dealers in gold , who are not 
licensed , should be registered so as to bring them within the scope 
of the Bill 


4 . Some difficulty has been experienced by public religious institu 
tions, which receive gold as offerings and sell them . To meet their 
special requirements, suitable provision has been made placing them 
on a separate footing as distinguished from dealers and private indi 
viduals , 

5 . The notes on clauses explain in detail the changes which are 
proposed to be made in the Bill as compared with the provisions in 
Part XIIA of the Defence of India Rules 

NEW DELHI ; 
Dated the 16th November, 1963. T. T . KRISHNAMACHARI. 
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TM 


PRESIDENT S RECOMMENDATION UNDER ARTICLE 117 

OF THE CONSTITUTION OF INDIA 


[Copy of letter No. 1 /82 / 63 -GC, dated the 20th November, 1963 
from Shri T . T . Krishnamachari, Minister of Finance to the Secretary , 
Lok Sabha. ] 


The President having been informed of the subject matter of the 
Gold (Control) Bill, 1963, to provide , in the economic and financial 
interests of the community , for the control of the production , supply , 
distribution , use and possession of, and business in , gold and orna 
ments and other articles of gold and for matters connected therewith , 
recommends under clause ( 3 ) of article 117 of the Constitution the 
consideration of the Bill in the Lok Sabha. 
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Notes on clauses 


CHAPTER I 
PRELIMINARY 


Clause 2. The definitions generally follow the existing defini 
tions in Part XIIA of the Defence of India Rules. In the definition 
of " dealer " , however , the Reserve Bank of India , the State Bank 
of India , subsidiary banks as defined in the State Bank of India 
(Subsidiary Banks) Act, 1959 , and banking companies as defined in 
the Banking Companies Act, 1949 , have been excluded from its scope . 


CHAPTER II 


CONTROL OF BUSINESS IN GOLD 


Clauses 3 to 6 .-— These provisions are generally based on the 
corresponding provisions of the Defence of India Rules, namely , 
rules 126B , 126C , 126H and 126D respectively . In clause 6 , pro 
vision has been made to clarify the position regarding a pawnee 
who sells gold on the failure of the pawnor to redeem it. 

CHAPTER III 


LICENSING OF DEALERS AND REFINERS AND CERTIFICATION OF 

GOLDSMITHS 


Clauses 7 to 10. - These relate to the licensing of dealers and 
refiners and the circumstances in which their licences may be 
cancelled or surrendered and are based on the provisions of rule 
126E of the Defence of India Rules. It has been provided that 
before an application for licence is rejected , the applicant should 
be given a reasonable opportunity for showing cause against the 
rejection 

Clause 11 . — Under sub -rule ( 10 ) of rule 126E , dealers as well 
as refiners , who for any reason discontinue their business, have to 
deposit the gold in their possession with the Administrator and 
thereupon the Central Government will purchase it at the interna 
tional price of Afty - three rupees and Afty - eight naye paise per ten 
grammes of gold of a fineness of 0 . 995 or more . It is now proposed 
to modify this provision so as to give to such dealers and refinerg 
the facility of disposing of such gold to any licensed dealer or 
refiner . 
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Clausę 12 . - This corresponds to sub -rule ( 11) of rule 126E of 
the Defence of India Rules . 


Clause 13 ,- - This corresponds to rule 126HH ( relating to certified 
goldsmiths ) of the Defence of India Rules. As in the case of licences 
for dealers, provision has been made for giving opportunity to the 
applicant to show cause against rejection of the application for a 
certificate . 


Clause 14 . - This is a new provision intended to register dealers 
other than licensed dealers and certified goldsmiths so that all cate 
gories of dealers may come within the scope of gold control. 


Clause 15. — This is a new provision designed to accord a special 
position to public religious institutions so that they may not be 
hampered by the restrictions which would otherwise apply to them 
in accordance with the definition of the term " dealer " , 


CHAPTER IV 


DECLARATION OF GOLD 


Clause 16 . — This corresponds to rule 126 I (relating to declara 
tions as to gold other than ornaments) of the Defence of India 
Rules. 

Clause 17 . — This is a new provision intended to confer on Gov 
ernment the power to call for declarations in respect of ornaments 
owned by any person or class of persons in excess of such limits 
as may be specified by the issue of a general or special order . 


CHAPTER V 


ADMINISTRATOR 


Clause 18 . — This corresponds to rule 126J of the Defence of 
India Rules and provides for the appointment and functions of the 
Administrator. 


CHAPTER VI 


RETURNS AND ACCOUNTS 


Clauses 19 and 20. -- These correspond to rules 126F and 128G of 
the Defence of India Rules. It is , however , proposed to lay down 
the details regarding the returns and accounts to be furnished by 
different categories of dealers, by framing rules for the purpose. 
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CHAPTER VII 


MISCELLANEOUS 


The provisions of this Chapter ( clauses 21 to 41) follow the pro 
visions of rules 126K to 126Z of the Defence of India Rules subject 
to certain modifications. The more important of them are ex 
plained below 


Clause 26 .- - This corresponds to rule 126L . Provision has , how 
ever , been made for the seizure of books of accounts , returns and 
other documents relating to any gold involved in the contravention 
of the law from the premises of persons other than dealers and 
refiners as well. 


Clauses and 30. - These correspond to sub -rule ( 16 ) of rule 
126L , and rubasM . Provision has been made for appeals not only 
against adjicians of confiscation or penalty but also against other 
decisions and orders. It has further been provided that persons 
Aling appeals should deposit in advance the penalties adjudged 
unless specific relaxation in this behalf is granted by the appellate 
authority . 

Clause 31 .- This corresponds to rule 126P . For minor infringe 
ments , the existing provision for imposition of a sentence of impri 
sonment and / or fine has been repealed by a provision for penalty to 
be adjudged departmentally . 

Clause 43 . — This provides for the repeal of Part XII- A (relating 
to gold control) of the Defence of India Rules and contains the 
necessary provision for saving action taken under the provisions of 
that Part. 
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FINANCIAL MEMORANDUM 
The Bill seeks to prohibit the manufacture of articles of gold in 
certain cases and to impose restrictions on the making of ornaments 
and other articles , possession and sale of gold , etc . It also provides 
for the licensing of refiners and licensing or certification of dealers 
and goldsmiths. Other provisions made in the Bill include the 
furnishing of declarations and returns, and the maintenance of 
accounts by various classes of persons, dealers, refiners, public rell 
gious institutions, etc . 

2. Enforcement of these measures will involve extra work and 
necessitate the employment of some additional staff. The Bill pro 
vides for the appointment of an Administrator and also contemplates 
authorisation of other officers to exercise some of the powers of the 
Administrator. 

3 . The expenditure on account of additional staff together with 
incidental expenses on administration is estimated at about Rs. 29 
lakhs per annum . 


702 G , of 1 Ex. – 12 . 
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REQUIREMENT OF PERSONNEL AND FINANCE 

Annual emoluments . 


Rs. 


Headquarters 

Administrator 
Deputy Secretary 
Under Secretary 
Ministerial Staff 
Class IV Staff 


43 , 000 
18 ,000 
14 , 500 
74,000 
10, 000 


Regional Office 

Deputy Secretary 
Research Officers 
Ministerial Ataff 
Class IV Staff 


18 ,000 
20 ,000 
. 99, 500 

6 ,500 


State Gold Control Officers, 

Gold Control Officers 
Office Establishment 


16 


1, 92, 000 
2 ,00,000 


100 


ТОО 


Enforcement Staff in the 
Central Excise Collectorates. 
(mainly on Gold Control) 

Deputy Colle tors 
Supdts. Class II 
Dy. Supdts . (Executive ) 
Inspectors 
Sub -Inspectors 
Ministerial Staff 
Incidental expenses 


209 

78 


35 , 500 
1, 06 , 000 
2 ,77, 000 
7 ,83 , 000 
1943 , 000 
2 , 44 , 000 

6 ,00 ,000 
* 28 , 84 ,000 


Total 


# As a result of the 1963 Budgetary changes , some staff is surplus 
in Central Excise Collectorates and is available for adjustment against 
the Gold Control requireinent. After such adjustment, the net additional 
cost of the new posts will be Rs. 21°19 lakhs only . 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 


Clause 42 of the Bill empowers the Central Government to make 
rules to carry out the purposes of the Act. The matters in respect 
of which rules may be made are specified in sub - clause (2 ) and they 
relate, among others, to the additional particulars to be stamped on 
pieces of primary gold , the conditions subject to which a pawnee 
may sell gold pledged with him , the forms of applications for grant 
or renewal of licences and certificates, the fees payable in respect 
of such applications, the forms of such licences and certificates, the 
forms of declarations to be made by persons holding gold (other 
than ornaments ) or ornaments , and the forms of accounts and 
returns to be submitted by dealers, refiners and public religious insti 
tutions. These are matters of procedure or administrative detail . 
The delegation of legislative power is thus of a normal character. 
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BILL No. 48 OF 1963 
a Bill further to amend the Reserve Bank of India Act , 1934, the 

Banking Companies Act, 1949 and the State Bank of India 

( Subsidiary Banks ) Act, 1959 . 
Be it enacted by Parliament in the Fourteenth Year of the 
Republic of India as follows: 

CHAPTER I 
1. (1 ) This Act may be called the Banking Laws (Miscellaneous 
Provisions) Act, 1963 . 

(2 ) It shall come into force on such date as the Central Gov 
ernment may , by notification in the Official Gazette , appoint ; and 
different dates may be appointed for different provisions of this 
Act . 


Short title 

- 
mence 
ment. 


S 


IO 


CHAPTER II 
AMINDMENT OF THE RESERVE BANK OF INDIA ACT, 1934 
2 . In section 34 of the Reserve Bank of India Act, 1934 (herein - 
after in this Chapter referred to as the principal Act) , sub- section 
(2 ) shall be omitted . 
3 . Section 36 of the principal Act shall be omitted . 

15 


Amend 
ment of 
section 84. 


2 of 1934, 


Omission 
of gection 
36 . 


. 
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4. In section 38 of the principal Act, the words and figures * to Amend 
re-issue any rupee coin delivered under section 36 nor" and the mentof 
words " or by delivery to the Central Government under that heç 

section 38 . 
tion " shall be omitted . 


§ 5 . After Chapter IIIA of the principal Act, the following Chap - Insertion 

of new 
ter and sections shall be inserted, namely : -- 

Chapter 

after 
" CHAPTER IIIB 

Chap 

ter IILA , 
PROVISIONS RELATING TO NON - BANKING INSTITUTIONS RECEIVING DEPOSITS 

AND FINANCIAL INSTITUTIONS 


ΙΟ 


10 of 1949, 


45H . The provisions of this Chapter shall not apply to the Chapter 
State Bank or a banking company as defined in section 5 of the IIIB not to 
Banking Companies Act, 1949 or a banking institution notifled p 

certain 
under section 51 of that Act. 

case . 


15 


20 


1 of 1956. 


Provided that for the purposes of this Chapter, the Madras 
Industrial Investment Corporation Limited shall not be deemed 
to be a banking company . 
451. In this Chapter, unless the context otherwise re - Definl 

tions. 
quires, 

( a ) " company ” means a company as defined in section 
3 of the Companies Act, 1956 and includes a foreign com 
pany within the meaning of section 591 of that Act; 

(6 ) " corporation " means a corporation incorporated by 
an Act of any legislature ; 

(c ) " financial institution " means any non -banking in 
stitution - - 

(i) which carries on as its business or part of its 
business the financing, whether by way of making loans 
Or advances or otherwise , of trade, industry , commerco 
or agriculture ; or 

( ii) which carries on as its business or part of its 
business the acquisition of shares, stock , bonds, deben 
tures or debenture stock or securities issued by a Govern 
ment or local authority or any other assets; or 

(iii ) which carries on as its principal business 
hire- purchase transactions or the financing of guch 
transactions ; 

(d ) " firm " has the samemeaning as in the Indian Part 
nership Act , 1932 ; 


9 of 1932. 
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( e ) " non -banking institution " meang a company, cor 
poration , or firm . 


Bank to 
regulate or 
prohibit 
issue of 
prospectus 
or adver 
tisement 
soliciting 
deposits of 
money . 


45J . The Bank may , if it considers necessary in the public 
interest so to do , by general or special order, 

( a ) regulate or prohibit the issue by any non -banking 5 
institution of any prospectus or advertisement soliciting 
deposits of money from the public ; and 

(6 ) specify the conditions subject to which any such 
prospectus or advertisement, if not prohibited , may be 
issued . 

IO 


Power of 
Bank to 
collect 
infor 
mation 


45K . ( 1) The Bank may at any time direct that every non 
banking Institution shall furnish to the Bank , in such form , at 
such intervals and within such time, such statements, informa 
tion or particulars relating to or connected with deposits re 
ceived by the non -banking institution , as may be specified by 15 
the Bank by general or special order . 

(2) Without prejudice to the generality of the power vested 
in the Bank under sub -section ( 1 ) , the statements, information 
or particulars to be furnished under sub -section ( 1) may relate 
to all or any of the following matters , namely , the amount of 20 
the deposits, the purposes and periods for which , and the rates 
of interest and other terms and conditions on which , they are 
received , 


( 3) The Bank may , if It considers necessary in the public 
interest so to do , give directions to non -banking institutions 25 
either generally or to any non -banking institution or group of 
non -banking institutions in particular, in respect of any mat 
ters relating to or connected with the receipt of deposits, in 
cluding the rates of interest payable on such deposits , and the 
periods for which deposits may be received . 

30 


( 4 ) If any non -banking institution fails to comply with any 
direction given by the Bank under sub -section (3 ) , the Bank 
may prohibit the acceptance of deposits by that non - banking 
institution . 


(5 ) If any question arises whether any amount horrowed 35 
or proposed to be borrowed by a non -banking institution is or 
is not a deposit, it shall be referred to the Bank whose decision 
thereon shall be final. 
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(6 ) Every non -banking institution receiving deposits shall , 
if so required by the Bank and within such time as the Bank 
may specify , cause to be sent at the cost of the non -banking 
institution a copy of its annual balance - sheet and profit and loss 
account or other annual accounts to every person from whom 
the non - banking institution holds, as on the last day of the year 
to which the accounts relate, deposits higher than such sum as 
may be specified by the Bank . 

45L . ( 1) If the Bank is satisfied that for the purpose of Power of 
enabling it to regulate the credit system of the country to its Bank to 
advantage it is necessary so to do, it may -- 

call for 

informa 
(a ) require financial institutions either generally or tion from 
any group of financial institutions or financial institution in financial 

institutions 
particular , to furnish to the Bank in such form , at such in 

and to 
tervals and within such time, such statements , information give direc 
or particulars relating to the business of such financial in - tions. 
stitutions or institution , as may be specified by the Bank 
by general or special order ; 

(b ) give to such institutions either generally or to any 
such institution in particular, directions relating to the con 
duct of business by them or by it as financial institutions 
or institution , 

(2 ) Without prejudice to the generality of the power yested 
in the Bank under clause (a ) of sub -section ( 1) , the statements, 
information or particulars to be furnished by a financial insti . 
tution may relate to all or any of the following matters , name 
ly , the paid - up capital, reserves or other liabilities, the invest 
ments whether in Government securities or otherwise , the per 
sons to whom , and the purposes and periods for which , finance 
is provided and the terms and conditions, including the rates of 
interest, on which it is provided . 

(3 ) In issuing directions to any financial institution under 
clause (b ) of sub - section ( 1) , the Bank shall have due regard 
to the conditions in which , and the objects for which , the in 
stitution has been established , its statuiory responsibilities, if 
any , and the effect the business , such financial institution is 
likely to have on trends in the money and capital markets. 

45M . It shall be the duty of fy ry non - banking institution Duty of 
to furnish the statements , information or particulars called for , 

ing institu 
and to comply with any direction given to it, under the provi 

tions to 
sions of this Chapter , 

furnish 
statements, 
etc ., requir 
od by Bank 


30 
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Inspection . 


45N . (1 ) The Bank may, at any time, for the purpose of 
verytying the correctness or completeness of any statement, in 
formation or particulars furnished to it by a non -banking institu 
tion or for the purpose of obtaining any information or particu 
lars which a non -banking institution has failed to furnish on its 5 
being called upon to do so , cause an inspection to be made by one 
or more of its officers or employees or other persons (hereinafter 
in this section referred to as the inspecting authority ) , of any 
such institution and its books and accounts. 


( 2 ) It shall be the duty of every director or member of any 10 
committee or other body for the time being vested with the 
management of the affairs of the non -banking institution or 
other officer or employee thereof to produce to the inspecting 
authority all such books, accounts and other documents in his 
custody or power and to furnish that authority with any state - 15 
ments and information relating to the business of the institu 
tion as that authority may require of him , within such time 
as may be specified by that authority . 


(3 ) The inspecting authority may examine on oath any 
director or member of any committee or body for the time being 20 
vested with the management of the affairs of the non -banking 
institution or other officer or employee thereof, in relation to 
its business and may administer an oath accordingly . 


Penaltica . 


450 . (1 ) Whoever in any return , statement or information 
required or furnished by or under or for the purposes of any 25 
provision of this Chapter , wilfully makes a statement which is 
false in any material particular, knowing it to be false , or wil 
fully omits to make a material statement, shall be punishable 
with imprisonment for a term which may extend to three years 
and shall also be liable to fine. 

30 


( 2 ) If any person fails to produce any book , account or 
other document or to furnish any statement, information or par 
ticulars , which under this Chapter it is his duty to produce or 
furnish , or to answer any question relating to the business of a 
non -banking institution which he is asked by the inspecting 35 
authority under this Chapter, he shall be punishable with fine 
which may extend to two thousand rupees in respect of each 
offence , and , if he persists in such refusal, with a further fline 
which may extend to one hundred rupees for everyday during 
which the offence continues . 


40 
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(3 ) If any non - banking institution 

(a ) receives any deposits in contravention of any direc 
tion given to it under this Chapter ; or 

(b ) issues any prospectus or advertisement otherwise 
than in accordance with any order made under section 45J ; 
or 

( c) fails to comply with the provisions of sub - section 
(6 ) of section 45K or with the directions issued under sub 
section ( 3 ) of that section or clause (b ) of sub -section ( 1) 

of section 45L , 
every director or member of any committee or other body for 
the time being vested with the management of the affairs of the 
non -banking institution , unless he proves that the contravention 
took place without his knowledge or that he exercised all due 
diligence to prevent it , shall be punishable with fine which may 
extend 


TO 


IS 


20 


( a ) in the case of a contravention falling under clause 
(a ) , to twice the amount of the deposits received ; 

(b ) in the case of a contravention falling under clause 
(b ) , to twice the amount of the deposits called for by the 
prospectus or advertisement ; and 

( c ) in any other case, to two thousand rupees . 


25 


fence . 


45P . No court shall take cognisance of any offence punish - Cognis 
able under section 450 except upon a complaint in writing made ance of 
by an officer of the Bank , generally or specially authorised in ore 
writing in this behalf by the Bank , and no court inferior to that 
of a presidency magistrate or a magistrate of the first class shall 
try any such offence. 


30 


45Q . The provisions of this Chapter shall have effect not - Chapter 
withstanding anything inconsistent therewith contained in any MB to 
other law for the time being in force or any instrument having them 

over - ride 
effect by virtue of any such law ." 

laws. 


CHAPTER III 


AMENDMENT OF THE BANKING COMPANIES Act , 1949 


35 6 . In section 5 of the Banking Companies Act, 1949 (hereinafter Amend 

In this Chapter referred to as the principal Act) , for the brackets , mentof 
figure and words “ ( 1) In this Act ” , the words " In this Act " shall be section 5 . 

substituted , 
702 G . of I. Ex . - 13 , 
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Substitu - 7. For section 7 of the principal Act , the following section shall 
tion of new be substituted , namely : 
section for 
section 7 . 
Use of 

47. ( 1) No company other than a banking company shall use 
words 

as part of its name any of the words bank , banker or banking 
" bank " , 
" banker " , 

and no company shall carry on the business of banking in India s 
" banking", unless it uses as part of its name at least one of such words . 
of bank 

( 2 ) No firm , individual or group of individuals shall , for the 
ing 
Company. 

purpose of carrying on any business , use as part of its or his 
name any of the words bank ”, banking or banking company . 
( 3) Nothing in this section shall apply to 

(a ) a subsidiary of a banking company formed for one 
or more of the purposes mentioned in sub -section ( 1 ) of 
section 19 , whose name indicates that it is a subsidiary of 
that banking company ; 

(6 ) any association of banks formed for the protection 15 
of their mutual interests and registered under section 25 of 
the Companies Act, 1956 ." . 


ΙΟ 


1 of 1986. 


Amend 
ment of 
section 10 . 


8 . In section 10 of the principal Act, 
(a ) in sub -section (1 ) , in sub -clause (iii ) of clause ( c) 

(i) for the words " who has a contract with the company 20 
for its management" , the words " whose term of office as a 
person managing the company is " shall be substituted ; 

( ii ) for the first proviso , the following provisos shall be 
substituted , namely : 

" Provided that the term of office of any such person 25 
may be renewed or extended by further periods not 
exceeding five years on each occasion subject to the con 
dition that such renewal or extension shall not be sanc 
tioned earlier than two years from the date on which 
it is to come into force : 

30 
Provided also that where the term of office of such 
person is for an indefinite period , such term , unless it 
otherwise comes to an end earlier, shall come to an end 
immediately on the expiry of Ave years from the date 
of his appointment or on the expiry of three months 35 
from the date of commencement of section 8 of the 
Banking Laws (Miscellaneous Provisions) Act , 1963 , 

whichever is later." ; 
(b ) sub -sections (3 ) , (4 ) and (5 ) shall be omitted , 


SEC. 2 ] THE GAZETTE OF INDIA EXTRAORDINARY 

871 
9. In section 12 of the principal Act, in sub - section (2 ) , for the Amend 
words " in excess of five per cent." , the words " in excess of one per mentof 
cent." shall be substituted . 

section 12 . 
10. In section 18 of the principal Act, in clause (b ) of the Explanat Amend 
$ tion , the brackets and word “ (Private ) " shall be omitted . 

ment of 
section 18. 


1 of 1956. 


10 


11 . In section 20 of the principal Act, 

Amend 

ment of 
(a ) for sub -section (1) , the following sub -section shall be seation 20 . 
substituted , namely : -- 

" (1) Notwithstanding anything to the contrary contained 
in section 77 of the Companies Act, 1956 , no banking com 
pany shall 

(a ) make any loans or advances on the security of 
its own shares ; or 
(b ) grant unsecured loans or advances 

(i) to any of its directors ; or 

( ii ) to firms or private companies in which any 
of its directors is interested as partner or managing 
agent or guarantor or to individuals in cases where 
any of its directors is a guarantor; or 

· ( iii ) to any public company in which the chair 
man of the board of directors of the banking com 
pany (where the articles of association of the banking 
company provide for the appointment of a chairman 
for a fixed term ) is interested as chairman or 
managing director of the public company or as 
director or partner of the managing agent of such 

company." ; 
(b ) in sub -section (2 ) , for the words " granted by it to com 
panies in which it or ” , the words, brackets and figure " granted 
by it to companies in cases (other than those in which the bank 
ing company is prohibited under sub -section ( 1 ) to make unsecur 
ed loans and advances ) in which " shall be substituted. 

12 . After section 20 of the principal Act, the following section Insertion 
shall be inserted , namely : - -- 

of new 
section 
after sec 

tion 20 . 
" 20A . (1 ) Notwithstanding anything to the contrary con - Restric 
tained in section 293 of the Companies Act, 1956 , a banking com - tions 
pany shall not, except with the prior approval of the Reserve on power 

to remit 
Bank , remit in whole or in part any debt due to it by 

debte 
( a ) any of its directors , or 


30 


35 


1 of 1958. 
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(6 ) any firm or company in which any of its directors 
is interested as director, partner, managing agent or gua 
rantor , or 

(c ) any individual if any of its directors is his partner or 
guarantor . 


(2 ) Any remission made in contravention of the provisions 
of sub - section (1 ) shall be void and of no effect." . 


13. In section 21 of the principal Act, 


Amend 
ment of 
section 21. 


(a ) in sub - section ( 1) , after the words “ public interest " , 
the words " or in the interests of depositors" shall be inserted ; " 


(b ) in sub -section ( 2 ) , for the words beginning with " as 
to the purposes " and ending with " directions as so given ." , the 
following shall be substituted , namely : 


" as to 

(a ) the purposes for which advances may or may 15 
not be made, 

(b ) the margins to be maintained in respect of 
secured advances , 

(c ) the maximum amount of advances or other 
financial accommodation which , having regard to the 20 
paid -up capital, reserves and deposits of a banking 
company and other relevant considerations, may be 
made by that banking company to any one company , 
firm , association of persons or Individual, 

(d ) the maximum amount up to which , having re - 25 
gard to the considerations referred to in clause ( c ) , 
guarantees may be given by a banking company on be 
half of any one company , firm , association of persons or 
individual, and 

(e ) the rate of interest and other terms and condi- 30 
tions on which advances or other financial accommoda 
tion may be made or guarantees may be given ." ; 


(c ) after sub -section (2 ) , the following sub -section shall be 
inserted , namely : -- 

" ( 3) Every banking company shall be bound to com - 35 
ply with any directions given to it under this section ." . 
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14 . In section 26 of the principal Act, the words " giving particu - Amend 
lars of the deposits standing to the credit of each such account” ment of 
shall be omitted , 

section 26 . 


15 . In section 30 of the principal Act, in clause (d ) of sub -section Amend 
5 ( 3 ) , for the words " of profit and loss" , the words " of profit or loss" ment of 
shall be substituted . 

section 30 . 


16 . In section 34A of the principal Act, for sub -section (3 ), the Amend 
following sub -section shall be subst... led , namely : 

ment of 

section 
“ (3 ) For the purposes of this section , " banking company " 34A . 
includes the Resurve Bank , the State Bank of India and any 
subsidiary bank as defined in the State Bank of India (Sub 
sidiary Banks) Act, 1959 ." . 


то 


38 of 1959. 


17. In section 35 of the principal Act, in sub - section (2 ) and in Amend 
sub -section (3 ) , after the words " director or other officer " , the words ment of 
15 " or employee" shall be inserted . 

section 35 . 


20 


25 


18 . After Part II of the principal Act , the following Part and Insertion 

of new 
sections shall be inserted , namely : 

Part after 

Part II. 
" PART IIA 

CONTROL OVER MANAGEMENT 
36AA . ( 1) Where the Reserve Bank is satisfied that in the Power of 
public interest or for preventing the affairs of a banking com - Reserye 
pany being conducted in a manner detrimental to the interests of 5 

erests of Bank to 

remove 
the depositors or for securing the proper management of any managerial 
banking company it is necessary so to do , the Reserve Bank and other 
may, for reasons to be recorded in writing, by order , remove persons 
from office , with effect from such date as may be specified in Trom omce , 
the order , any director , chief executive officer (by whatever 
name called ) or other officer or employee of the banking com 
pany. 

( 2 ) No order under sub -section ( 1 ) shall be made unless 
the director or chief executive officer or other officer or employee 
concerned has been given a reasonable opportunity of making a 
representation to the Reserve Bank against the proposed order : 

Provided that it shall not be necessary to give any such 
opportunity if, in the opinion of the Reserve Bank , any delay 
would be detrimental to the interests of the banking company 
or its depositors: 

(3) Where any order is made in respect of a director or 
chief executive officer or other officer or employee of a banking 


30 


35 
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company under sub - section ( 1) , he shall cease to be a director 
or, as the case may be, chief executive officer or other oficer 
or employee of the banking company and shall not, in any way , 
whether directly or indirectly , be concerned with , or take part 
in the management of, any banking company for such period 5 
not exceeding five years as may be specified in the order . 


(4 ) If any person in respect of whom an order is made by 
the Reserve Bank under sub -section ( 1 ) contravenes the pro 
visions of this section , he shall be punishable with fine which 
may extend to two hundred and fifty rupees for each day during 10 
which such contravention continues . 


(5 ) Where an order under sub -section ( 1 ) has been made, 
the Reserve Bank , may , by order in writing, appoint a suitable 
person in place of the director or chief executive officer or other 
officer or employee who has been removed from his office under 15 
that sub - section , with effect from such date as may be specified 
in the order 


(6 ) Any person appointed as director or chief executive 
officer or other officer or employee under this section , shall 

(a ) hold office during the pleasure of the Reserve Bank 20 
and subject thereto for a period not exceeding three years 
or such further periods not exceeding three years at a time 
as the Reserve Bank may specify ; 


(b ) not incur any obligation or liability by reason only 
of his being a director or chief executive officer or other 25 
officer or employee or for anything done or omitted to be 
done in good faith in the execution of the duties of his 
office or in relation thereto . 


(7 ) Notwithstanding anything contained in any law or in 
any contract , memorandum or articles of association , on the re - 30 
moval of a person from office under this section , that person 
shall not be entitled to claim any compensation for the loss or 
termination of office . 


Power of 
Reserve 
Bank to 
appoint 
additional 
directors. 


36AB . ( 1) If the Reserve Bank is of opinion that in the in 
terests of the banking company or its depositors it is necessary as 
so to do , it may , from time to time by order in writing, appoint , 
with effect from such date as may be specified in the order, not 
more than flye persons to hold office as additional directors of 
the banking company. 
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2 . Surucu 


in pur 


( 2 ) Any person appointed as additional director 
suance of this section 


( a ) shall hold office during the pleasure of the Reserve 
Bank and subject thereto for a period not exceeding three 
years or such further periods not exceeding three years at 
a time as the Reserve Bank may specify ; 

(b ) shall not incur any obligation or liability by reason 
only of his being a director or for anything done or omitted 
to be done in good faith in the execution of the duties of 
his office or in relation thereto ; and 

(c ) shall not be required to hold qualification -shares in 
the banking company. 

( 3) For the purpose of reckoning any proportion of the 
total number of directors of the banking company, any additional 
director appointed under this section shall not be taken into 
account. 


15 


T 


36AC . Any appointment or removal of a director, chief Part IIA 
executive officer or other officer or employee in pursuance of 

ride other 
section 36AA or section 36AB shall have effect notwithstanding aws 
anything to the contrary contained in the Companies Act, 1956, 
or any other law for the time being in force or in any contract 
or any other instrument.” . 


1 of 1956. 


20 


19. In section 44A of the principal Act, 

Amend 
ment of 

section 
(a ) sub -section (5 ) , shall be omitted ; 

444 
(b ) in sub - section (6 ) , for the words “ the terms of the 
order sanctioning the scheme" , the words “ the provisions of the 
scheme as sanctioned " shall be substituted . 


(c ) after sub - section (6 ) , the following sub -sections shall be 
inserted , namely : 

" (6A ) Where a scheme of amalgamation is sanctioned 
by the Reserve Bank under the provisions of this section , 
the Reserve Bank may , by a further order in writing, 
direct that on such date as may be specified therein the 
banking company ( hereinafter in this section referred as the 
amalgamated banking company) which by reason of the 
amalgamation will cease to function , shall stand dissolved 
and any such direction shall take effect notwithstanding 
anything to the contrary contained in any other law . 
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(6B ) Where the Reserve Bank directs a dissolution of 
the amalgamated banking company, it shall transmit a copy 
of the order directing such dissolution to the Registrar before 
whom the banking company has been registered and on 
receipt of such order the Registrar shall strike off the names 
of the company . 

(6C ) An order under sub - section (4 ) whether made 
before or after the commencement of section 19 of the Bank 
ing Laws (Miscellaneous Provisions) Act, 1963 shall be con 
clusive evidence that all the requirements of this section re - 10 
lating to amalgamation have been complied with , and a copy 
of the said order certified in writing by an officer of the 
Reserve Bank to be a true copy of such order and a copy of 
the scheme certified in the like manner to be a true copy 
thereof shall, in all legal proceedings , he admitted as evi- 15 
dence to the same extent as the original order and the ori 
ginal scheme." . 


Amend 
ment of 
section 
44B . 


20 . In section 44B of the principal Act, in sub -section ( 1) , for 
the words " unless the compromise or arrangement" , the words " or 
sanction any modification in any such compromise or arrangement 20 
unless the compromise or arrangement or modification , as the 
case may be" , shall be substituted . 


Amend 
ment of 
section 45 . 


21. In section 45 of the principal Act, after sub -section (7 ) , the 
following sub -section shall be inserted , namely : 

" ( 7A ) The sanction accorded by the Central Government 25 
under sub -section (7 ) , whether before or after the commence 
ment of section 21 of the Banking Laws (Miscellaneous Provi 
sions ) Act , 1963 , shall be conclusive evidence that all the re 
quirements of this section relating to reconstruction , or, as the 
case may be , amalgamation have been complied with and a copy 30 
of the sanctioned scheme certified in writing by an officer of 
the Central Government to be a true copy thereof, shall , in all 
legal proceedings, be admitted as evidence to the same extent as 
the original scheme." . 


35 


Amend 
ment of 
section 
45F , 


22 . In section 45F of the principal Act. 

(i) in sub - section (1 ) , for the words " proceedings by or 
against the banking company " , the words " legal proceedings" 
shall be substituted ; 
(ii) in sub - section (2) — 

(a) after the word " directors” , the words " officers and 40 
other employees" shall be inserted , and 
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(b ) the words, brackets and figures " before the com 
mencement of the Banking Companies (Amendment) Act, 
1953" shall be omitted . 


23. In section 45S of the principal Act, 


Amend 
mont of 
section 
455 . 


(a ) in sub -section ( 1) - 


(i) the words " which has been ordered to be wound up " 
shall be omitted ; 


( ii ) for the words beginning with " take possession of 
such property " and ending with " special officer " , the follow 
ing shall be substituted , namely : 


books of 


“ (a ) take possession of such property , 
accounts or other documents, and 


to the official liquidator or the 


(6 ) forward them 
special officer." ; 


IS 


(b ) for sub -section (2 ) , the following sub - sections shall be 
substituted , namely :-- 


20 


" ( 2 ) Where any such property and effects are in the 
possession of the Chief Presidency Magistrate or the Dis 
trict Magistrate , as the case may be, such Magistrate shall , 
on request in writing being made to him by the official 
liquidator or the special officer referred to in sub -section (1 ) , 
sell such property and effects and forward the net proceeds 
of the sale to the official liquidator or the special officer : 


Provided that such sale shall , as far as practicable, be 
effected by public auction . 


(3 ) For the purpose of securing compliance with the 
provisions of sub -section (1) , the Chief Presidency Magis 
trate or the District Magistrate may take or cause to be taken 
such steps and use or cause to be used such force as may, 
in his opinion , be necessary . 


30 


( 4 ) No act of the Chief Presidency Magistrate or the 
District Magistrate done in pursuance of this section shall be 

called in question in any court or before any authority." . 
703 G , of I. IX. - 14 , 
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Amend 
ment of 
section 
46T , 


24 . In section 45T of the principal Act, 

(a ) in sub -section (3 ) , for the words " in the same manner 
as an arrear of land revenue " , the following shall be substituted , 
namely : -- 


" by the liquidator in the same manner as an arrear of 5 
land revenue and for the purpose of such recovery the liqui 
dator may forward to the Collector within whose jurisdic 
tion the property of the person against whom any order or 
decision of the High Court has been made is situate , a certi 
ficate under his signature specifying the amount so due and 10 
the person by whom it is payable " ; 


(b ) after sub -section (3 ) , the following sub -section shall be 
inserted , namely : 


“ (4 ) On receipt of a certificate under sub - section ( 3 ) , 
the Collector shall proceed to recover from such person the ") 
amount specified therein as if it were an arrear of land 
revenue : 

Provided that without prejudice to any other powers of 
the Collector , he shall, for the purposes of recovering the 
said amount, have all the powers, which , under the Code of 20 
Civil Procedure, 1908 , a civil court has for the purpose of 

the recovery of an amount due under a decree." . 
Amend 

25 . In section 46 of the principal Act, for sub -section (4 ) , the 
ment of46. following sub - sections shall be substituted , namely : 

“ ( 4 ) If any other provision of this Act is contravened or if 25 
any default is made in complying with any requirement of this 
Act or of any order , rule or direction made or condition imposed 
thereunder , any person guilty of such contravention or default 
shall be punishable with fine which may extend to two thousand 
rupees , and where a contravention or default is a continuing 30 
one, with a further fine which may extend to one hundred 
rupees for every day during which the contravention or default 
continues 

(5 ) Where a contravention or default has been committed 
by a company, every person who, at the time the ntravention 35 
or default was committed , was in charge of, and was responsi 
ble to , the company for the conduct of the business of the com 
pany, as well as the company, shall be deemed to be guilty of 
the contravention or default and shall be liable to be proceeded 
against and punished accordingly : 
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- 
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Provided that nothing contained in this sub -section shall 
render any such person liable to any punishment provided in this 
Act if he proves that the contravention or default was committed 
without his knowledge or that he exercised all due diligence to 
prevent the contravention or default. 

(6 ) Notwithstanding anything contained in sub -section (5 ) , 
where a contravention or default has been committed by a com 
pany , and it is proved that the same was committed with the 
consent or connivance of, or is attributable to any gross negli 
gence ya the part of, any director, manager, secretary or other 
officer of the company, such director , manager , secretary or other 
officer shall also be deemed to be guilty of that contravention 
or default and shall be liable to be proceeded against and 
punished accordingly . 
Explanation . - For the purposes of this section - 

(a ) " company” means any body corporate and includes 
a firm or other association of individuals; and 

(b ) " director " , in relation to a firm , means a partner in 
the firm ." . 
26 . In section 47 of the principal Act, after the words " punishable Amend 
under " , the words, brackets , figures and letters " sub -section ( 4) of ment of 

section 47 . 
section 36AA or ” shall be inserted . 


20 


27 . In section 49 of the principal Act, for the figures " 384" , the Amend 
figures and letter " 388A " shall be substituted . 

ment of 

section 4 ) . 
25 28 . In section 49A of the principal Act, for the words " banking Amend 

Institution notified by the Central Government in this behalf", the ment of 
words " banking institution , firm or other person notified by the section 

49A . 
Central Government in this behalf on the recommendation of the 
Reserve Bank ” shall be substituted . 


30 29. In section 53 of the principal Act, after the words " any bank - Amend 
ing company " , the words " or institution ” shall be inserted . nient of 

section 53 . 


CHAPTER IV 


AMENDMENT OF THE STATE BANK OF INDIA (SUBSIDIARY BANKS) ACT, 

1959 
35 30 . In section 19 of the State Bank of India (Subsidiary Banks ) Amend 

Act, 1959, in sub -section (2 ) , for the words " in excess of five per cent" , ment of 
the words " in excess of one per cent" shall be substituted . 

section 19. 


38 of 1959. 
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STATEMENT OF OBJECTS AND REASONS 


The existing enactments relating to banks do not provide for any 
control over companies or institutions , which , although they are not 
treated as banks , accept deposits from the general public or carry on 
other business which is allied to banking. For ensuring more effec 
tive supervision and management of the monetary and credit system 
by the Reserve Bank , it is desirable that the Reserve Bank should be 
enabled to regulate the conditions on which deposits may be accepted 
by these non - banking companies or institutions. The Reserve Bank 
should also be empowered to give to any financial institution or 
institutions directions in respect of matters, in which the Reserve 
Bank , as the central banking institution of the country , may be 
interested from the point of view of the control of credit policy. The 
Reserve Bank s powers in relation to commercial banks should also 
be enhanced and extended in certain directions, so as to provide for 
stricter supervision of the operations and working of such banks. 
The Bill seeks to achieve these objects . 

2. Opportunity is being taken to omit certain provisions of the 
Reserve Bank of India Act , which are no longer necessary , and to 
bring out more clearly the intention underlying certain provisions 
of the Banking Companies Act , 

3. The provisions of the Bill are explained in detail in the notes 
on the various clauses. 


T . T . KRISHNAMACHARI. 


NEW DELHI; 
The 19th November , 1963. 


PRESIDENT S RECOMMENDATION UNDER ARTICLE 117 OF 

THE CONSTITUTION OF INDIA 
[Copy of letter No. F . 16 ( 3) - BC /63 , dated the 20th November , 
1963 from Shri T . T . Krishnamachari, Minister of Finance to the 
Secretary, Lok Sabha.] 

The President having been informed of the subject matter of the 
proposed Banking Laws (Miscellaneous Provisions ) Bill, 1963, recom 
mends the introduction of the Bill in the Lok Sabha under clause ( 1 ) 
of article 117 of the Constitution . 
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Notes on clauses 


Clause 2. -- According to section 34 of the Reserve Bank of India 
Act, currency notes issued by Government and taken over by the 
Bank , or bank notes issued by the Bank , if they are not presented 
for payment within forty years after the date of issue , are deemed 
to have been lost and to have gone out of circulation . The assets 
held against such notes are then resumed . If subsequently it is 
proved that any note has not really been lost and has to be honoured , 
the claim is settled ad -hoc. The advantages of this procedure, which 
provides for assets being resumed in certain circumstances , are not 
commensurate with the labour and expenditure involved in maintain 
ing detailed statistics for the purpose of ascertaining when any notes 
are due to be written off from circulation . It is, therefore, proposed , 
after an examination of the practice and legal requirements in other 
countries, to delete the provision in section 34, requiring notes to be 
treated as not being in effective circulation if they are not presented 
for payment for a period of forty years or more. The net loss, if 
any , to Government or to the Reserve Bank as a result of the pro 
posed amendment, after taking into account the saying in expendi 
ture as a result of the discontinuance of the system of maintaining 
detailed statistics , is not expected to be substantial. 


Clauses 3 and 4 .- When the Reserve Bank was established , it was 
considered desirable to provide for the Bank s assets, in the form of 
rupee coins (which technically include rupee notes ) to be maintained 
at certain minimum levels related to the total note issue. Section 36 
of the Reserve Bank of India Act accordingly provides that the value 
of rupee coins including one rupee notes should not be less than 
Rs. 50 crores or one-sixth of the total assets held in the Issue Depart 
ment, whichever may be higher. In existing conditions, it is not 
considered necessary to prescribe any statutory minimum for assets 
held in the form of rupee coins including rupee notes. It is, there 
fore , proposed to delete section 36 and to make certain consequential 
amendments in section 38 . 


Clause 5. - A new Chapter is proposed to be introduced in the 
Reserve Bank of India Act for enabling that bank to obtain returns 
and information from (a ) certain financial institutions, namely , firms, 
companies or other bodies corporate which are financing trade , 
industry , commerce or agriculture, or are carrying on as a part of 
their business the acquisition of shares , stocks, bonds, debentures 
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or other securities, or are engaged mainly in the financing of hire 
purchase transactions and (b ) non -banking institutions accepting 
deposits from members of the general public. The objecte in view 
are to provide for 

(i) the supervision and control of the financial institutions 
mentioned above in the interests of better or more effective 
control of credit , and 

(ii) the regulation of the business of acceptance of 
deposits by these and other non -banking institutions , in the 

public interest. 
The Reserve Bank will be empowered to provide , by general or 
special order , for the forms in which returns and information are 
to be furnished to it, and also to give directions to any class of insti 
tutions or to any institution in particular for the purposes specified . 
The Reserve Bank will also be enabled to carry out inspections , where 
necessary , for carrying out the purposes of the new Chapter. 

Clause 7. - Section 7 of the Banking Companies Act now provides 
that no company other than a banking company shall use as a part of 
its name any word of words which indicate that it carries on the 
business of banking. As it is desirable that a similar prohibition 
should also apply to firms, individuals or groups of individuals , it is 
proposed to amplify the existing section suitably . 

Clause 8 .- - It is not clear whether under section 10 as it is now 
worded the appointment for an indefinite period of any person manag 
ing the affairs of a bank will be in order. It is proposed to make 
it clear that the appointment cannot in any event be in excess of five 
years at a time and that any renewal of the term or contract should 
not be sanctioned earlier than two years before the date from which 
it is to be renewed . 

Clauses 9 and 30, - The voting rights of individual shareholders 
of any banking company or of any subsidiary of the State Bank are 
now restricted by law to five per cent of the total voting rights of 
all the shareholders of that company. It is proposed to reduce this 
figure to one per cent. 

Clause 10 .- As the Refinance Corporation has ceased to be a 
private company the word Private in the reference to the company 
is proposed to be omitted . 

Clause 11.- Sub - section (1 ) of section 20 now prohibits the grant 
of unsecured loans to directors and to private companies in which 
they are interested . It is proposed to amend this section so as (a ) 
to make it clear that the question of a banking company being a 
partner or managing agent of any other concern does not arise and 
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(b ) to extend the prohibition to public companies also in certain 
cases . 

Clause 12 . -- It is proposed that a banking company should be 
prevented , without the approval of the Reserve Bank from writing 
off any loan due from a director, or a company , firm of individual, 
in which or in whom a director may be interested . 

Clause 13. — It is proposed that the Reserve Bank should be 
enabled to give to any bank directions, in case this is considered 
necessary , regarding the maximum amount of the advances that 
may be granted to , or guarantees given on behalf of , any one com 
pany , firm or individual. 

Clause 14 . - Banks are required at present to submit to the Re 
serve Bank an annual return showing particulars of deposits which 
have not been operated upon for a period of ten years or more . 
Ag the total amount of such deposits all over India is only about 
Rs. 4 crores, it is not worthwhile to ask for detailed partieulars and 
it is proposed to amend the section so as to provide for returns 
showing only the total amount of such unclaimed deposits in the 
case of each bank . 

Clause 15 . — The amendment proposed is clarificatory . 

Clause 16. - Section 34A of thc Banking Companies Act prevents 
the disclosure of information regarding the secret reserves of bank 
ing companies with offices in more than one State to tribunals or 
other authorities established under the Industrial Disputes Act , but 
provides for a suitable procedure for the supply of some essential 
information to such authorities through the Reserve Bank . It is 
proposed to extend the provisions of this section to all other bank 
ing companies. 

Clause 17. - The amendment is of a clarificatory nature and is 
intended to make it clear that employees of a banking company who 
may not be classified as officers will be required to furnish informa 
tion to the Reserve Bank during inspections, 

Clause 18 . — There is no provision , according to the law as it now 
stands, for the Reserve Bank to make appointments directly on its 
own initiative to the post of a director or chief executive officer of 
a banking company. The provisions regarding the removal of the 
chairman , direrior , manager or chief executive officer of a banking 
company are also inadequate for the purpose of enabling the Re 
serve Bank to control the affairs of any such banking company , as 
a chairman or other director, manager or chief executive officer 
cannot now be removed , unless he has been found by any tribunal 
or authority , other than a criminal court, to have contravened the 
provisions of any law in circumstances which make it undesirable 
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for him to continue to be associated with the banking company. It 
is now proposed that the Reserve Bank should be enabled to remove 
any person associated with a banking company , if it is considered 
necessary or desirable to do so , whether or not that person has been 
found to have contravened the provisions of any law , and that the 
Reserve Bank should be enabled to appoint any other person in 
place of the person who may be removed . A new section is also 
proposed to be included in the Act , conferring on the Reserve Bank 
the power to appoint not more than five additional directors in the 
case of any banking company . 

Clause 19 . — Section 44A of the Banking Companies Act now pro 
vides for the voluntary amalgamation of banking companies in 
accordance with schemes drawn up for this purpose and sanctioned 
by the Reserve Bank . The transferee banks, which have taken 
over other institutions under these schemes, have experienced some 
dimculties as a result of litigation by other parties requiring them 
to prove that all the requirements and formalities in connection with 
the amalgamation have been complied with . It is proposed to 
amend the section , so as to make it clear that the orders of the 
Reserve Bank sanctioning the schemes shall be conclusive evidence 
to the effect that the amalgamations have been in order. 

Clause 20. - Section 44B of the Banking Companies Act now re 
quires the concerned High Court to sanction a scheme of compro 
mise or arrangement with the creditors only after it has been certi 
fled by the Reserve Bank as being reasonable and in order. It is 
proposed that modifications, if any, in the schemes should also be 
subject to the Reserve Bank s approval. 

Clause 21.-- Section 45 of the Banking Companies Act deals with 
the compulsory reconstruction or amalgamation of banks by the Cen 
tral Government in pursuance of the policy which is being follow 
ed after the fallure of the Palai Central Bank . It is proposed to 
amend this section so as to make it clear that an order or a certified 
copy of an order Issued by the Central Government, reconstructing 
or amalgamating a banking company shall be conclusive evidence 
that the procedure prescribed by law has been followed and that 
the reconstruction or amalgamation , as the case may be, is valid . 

Clause 22. — Section 45F of the Banking Companies Act now pro 
vides that in the event of the liquidation of a banking company , the 
entries in the documents or certified copies of the documents shall 
be admitted as evidence in proceedings by or against the banking 
company. This section is proposed to be amended , so as to make it 
clear that such entries shall be admissible as evidence in all legal 
proceedings (and not only in proceedings by or against a banking 
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company ) and against all officers and employees ( and not only 
against directors) . The section , after it is amended , will inciden 
tally be applicable not only in relation to banking companies which 
were wound up before 1953 , but also in relation to other banking 
companies in liquidation . 

Clause 23. - Section 45S of the Banking Companies Act now 
authorises certain officers of the State Governments to take charge 
of the properties and assets of banking companies in liquidation on 
behalf of the liquidators concerned . It is proposed to amend the 
section so as to empower these officers to sell the properties locally 
on behalf of the liquidatorg . 

Clause 24 . Sub - section ( 3) of section 45T of the Banking Com 
panies Act now provides that any amount due to a banking com 
pany may be recovered as an arrear of land revenue. It is proposed 
to amend this section , so as to make it clear that the liquidator con 
cerned will be able to issue the necessary certificates and to realise 
the amounte . 

Clause 26. — The amendment is clarificatory . 

Clause 26. - Section 47 of the Banking Companies Act now pro 
vides that no court shall take cognisance of certain offences under 
the Act, except on a complaint by the Reserve Bank . In view of the 
other amendments to the Banking Companies Act, a consequential 
modification is proposed , inserting a reference to the proposed sec 
tion 36AA . 

Clause 27.-- According to the Companies (Amendment) Act, 1960 , 
the provisions relating to the termination of the appointment of a 
chief executive officer , after a period of five years from the 1st April , 
1958 when the Companies Act, 1956 came into force are not appli 
cable in relation to private limited companies. It is proposed to make 
It clear that the amendment to the Companies Act , in so far as it 
has the implied effect of continuing indefinitely the appointment of 
chief executive officer of a private limited company will not be appli 
cable or effective in relation to private limited banking companies . 

Clauser 28 and 29. The propoged amendments are of a drafting 
nature . 


M . N . KAUL , 

Secretary . 
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